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Dear Mr. Oswald: , _ v T , o :

. In pursuance of the‘provisions of Section 20c of the Interstate
Commerce Act, as amended, and the Regulations of the Interstate
Commerce Commission promulgated thereunder, there are herewith

“transmitted for filing and recording the following documents:
‘v 1.

Six (6) instruments constituting executed Conditional Sale
Agreements dated as of April 15, 1977, executed in counterpart,
among General Motors Corporation (Electro Motive Division),
as Builder, N d asing Corporation B=3,

as Vendee, an the Toledo Peorla & Western Railrocad Company., —

éssee, covering four: (4) G.P odel 38 2 2000 horsepower
diesel electric locomotives;

Six (6) executed Agreement and Assxgnmenu;&ated‘as of o
April 15, 1977 between General Motors Corporation (Electro
Motive Division), as Builder, and the Commercial National
Bank of Peoria, as Assignee, relating to the aforesaid
Conditional Sale Agreement, and executed in counterpart;

Six (6) instruments constituting six executed Leases of '
Equipment dated as of April 15, 1977, executed in counterpart,
between New England Merchants LeaSLng Corporatlon B-3,

as Lessor, and th e West road

Company, asdLessee, covering the lease of the aforementloned
four locomotives;
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4, Six (6) instruments constituting six executed Assignment of
Lease and Agreement executed in counterpart dated as of
April 15, 1977 between New England Merchants Leasing
Corporation B-3, as Lessor, and the Commercial National
Bank of Peoria, relating to the aforesaid Lease of Equipment.

A check in the amount of $100.00 made payable to the Treasurer
of the United States is herewith tendered in payment of the
recordation fee with respect to the Conditional Sale Agreement,
the Agreement and Assignment, the Lease, and the Assignment of
Lease and Agreement.

In respect of the Conditional Sale Agreement, the names and
addresses of the respective parties are as follows:

Builder: General Motors Corporation
(Electro Motive Division)
‘LaGrange, Illinois 60525

Vendee: New England Merchants Leasing Corporation B-3
One Washington Mall
lé6éth Floor
Boston, Massachusetts 02107

Lessee: Toledo, Peoria & Western Railroad Company
' 2000 East Washington Street
East Peoria, Illinois 61611

In respect of the Agreement and Assignment, the names and addresses
of the parties are:

Builder: General Motors Corporation
(Electro Motive Division)
LaGrange, Illinois 60525

Assignee: Commercial National Bank of Peoria
301 South Adams Street
Peoria, Illinois 61602

In respect of the Lease, the names and addresses of the parties are:

Lessor: New England Merchants Leasing
Corporation B-3
One Washington Mall
léth Floor
Boston, Massachusetts 02107
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Lessee: Toledo, Pedria & Western Railroad Company
2000 East Washington Street
BEast Peoria, Illinois 61611

In respect of the Assignment of_LeaSe and Agreement, the names and
addresses of the parties are:

Lessor: New England Merchants Leasing
Corporation B-3
One Washington Mall
léth Floor _
Boston, Massachusetts 02107

Vendor: Commercial National Bank of Peoria
301 South Adams Street
Peoria, Illinois 61602

A general description of the equipment covered by the above-—identified
_ Conditional Sale Agreement and Lease of Equipment is as follows:

Pour (4) G.P. Model 38-=2 2000 horsepower diesel electric
locomotives manufactured by General Motors Corporation
(Electro Motive Division), bearing road numbers 2001l to
2004 (both numbers inclusive).

None of the above-identified documents has been previously recorded
with the Interstate Commerce Commission.

It would be appreclated if four (4) sets of documents, each
constituting file copxes of each of the above-identified documents,

bearing the Commission’'s flllng and recordatlon stamps WLll be
dellvered to:

- Kunkel Transportatlon Servxces, Inc., 425 - 13th Street, N W.,
1010 Penn Building, Washington, D. C. 20004

Very truly yours,_

TOLEDO, PEORIA & WESTERN
RAILROAD COMPANY

By Covnrbogr, o Jordil, Prugestent

/W waM Atrnr e, 34«(
«6{;&%{7\4\ O(?M;(—




Interstate Commeree Commission  /27/77
Washington, B.E. 20423

OFFICE OF THE SECRETARY

Kunkel Transportation Services, Inc.
425 ~13th Street, N.W.

1010 Penn Building

Washington, D.C. 20004

Dear Sir:

The enclosed document(s) was recorded pursuaunt to the
provisions of Section 20(c) of the Interstate Commerce Act,

49 U.S.C. 20(c), on  5/27/77 at  4:05pm

and assigned recordation number(s) 8839, 8839-A,8839-B, 8839-C

Sincerely yours,

Réert&. swald

Secretary

’

Enclosure(s)

SE-30
(5/76)
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CONDITIONAL SALE AGREEMENT dated as of April 15, 1977,
(hereinafter called this Agreement), among General Motors Cor-
poration (Electrc Motive Division) (hereinafter called the Builder
as more particularly set forth in Article 1 hereof), New Eangland
Merchants Leasipg Corporation B-3 (hereinafter called the Vendee)
and Toledo, Peoria & Western Railroad Company (hereinafter
called the Lessee).

Whereas, the Builder agrees to construct, sell and deliver
to the Vendee, and the Vendee agrees to purchase, the railroad
equipment described in Annex B hereto (hereinafter called the
Equipment) ;

Whereas, the Vendee is entering into a lease dated as of the
date hereof with the Lessee in substantially the form annexed
hereto as Annex C (hereinafter called the Lease) and has joined
in this Agreement for the purpose of making certain further
agreements as hereinafter set forth;

Now, therefore, in consideration of the mutual promises,
covenants and agreements hereinafter set forth, the parties
hereto do hereby agree as follows:

ARTICLE 1. Assignment; Definitions. The parties hereto
contemplate (subject to the limitations set forth in the first
paragraph of Article 4 hereof) that the Vendee will furnish that
portion of the purchase price for the Equipment as is required
under subparagraph (a) of the third paragraph of Article 4 hereof
and that an amount equal t> the balance of such purchase price
shall be paid to the Builder by an assignee of the Builder's
right, title and interest under this Agreement pursuant to an
Agreement and Assignment between the Builder and Commercial National
Bank of Peoria (such Agreement and Assignment being hereinafter
called the Assignment and such Commercial National Bank of
Peoria being hereinafter called the Assignee).

The term "Vendor", whenever used in this Agreement, means,
before any assignment of its rights hereunder, the party hereto
which has manufactured the Eguipment and any successor or suc-
cessors for the time being to its manufacturing properties and
business, and, after any such assignment, both any assignee or
assignees for the time being of such particular assigned rights
as regards such rights, and also any assignor as regards any
rights hereunder that are retained or excluded from any assignment;
and the term "Builder", whenever used in this Agreement, means
both before and after any such assignment, the party hereto which
has manufactured the Equipment and any SucCCessor Or Successors
for the time being to its manufacturing properties and business.

In case of such assignment, the Vendee will assign tc the
Vendor, as security for the payment and performance of all the



Vendee's obligations hereunder, all right, title and interest of
the Vendee in and to the Lease, pursuant to an Assignment of
Lease and Agreement in substantially the form of Annex D hereto.

ARTICLE 2. Construction and Sale. Pursuant to this Agree-
ment, the Builder shall construct the Equipment at its plant set
forth in Annex B hereto, and will sell and deliver to the Vendee,
and the Vendee will purchase from the Builder and accept delivery
of and pay for (as hereinafter provided), the Equipment, each
unit of which shall be constructed in accordance with the specifi-
cations referred to in Annex B hereto and in accordance with such
modifications thereof as may be agreed upon in writing between
the Builder, the Vendee and the Lessee (which specifications and
modifications, if any, are hereinafter called the Specifications).
The design, quality and component parts of each unit of the
Equipmenc shall conform, on the date of completion of manufacture
of each therecf, to all Department of Transportation and Inter-
state Commerce Commission requirements and specifications and to
all standards recommended by the Association of American Railroads
reasonably interpreted as being applicable to railroad equipment
of the character of such units of the Equipment, and each unit of
the Equipment (except to the extent, if any, referred to in Annex
A hereto) will be new railroad equipment.

ARTICLE 3. Inspection and Delivery: The Builder will
deliver the units of the Equipment to the Vendee at the place or
places specified in Annex B hereto (or if Annex B does not specify

-a place or places, at the place or places designated from time to

time by the Vendee), freight charges, if any, prepaid, in accord-
ance with the delivery schedule set forth in Annex B hereto:;
provided, however, that no delivery of any unit of the Equipment
shall be made until this Agreement and the Lease and any all
¢ssignments hereof or thereof contemplated in this transaction

"have been filed pursuant to Section 20c of the Interstate Commerce

Act; provided further, that Builder shall have no obligation to

deliver any unit of Equipment hereunder subsequent to the commencement

of any proceedings specified in clause (c¢) of Article 15 hereof
or the occurrence of any event of default (as described in Article
15 hereof), or event which, with the lapse of time and/or demand,
could constitute such an event of default.

The Builder's obligation as to time of delivery is subject,
however, to delays resulting from causes beyond the Builder's

" reasonable control, including but not limited to acts of God,

acts of government such as embargoes, war or war conditions, riot
or civil commotion, sabotage, strikes, differences with workmen,

accidents, fire, flood, explosion, damage to plant, equipment or

facilities, delays in receiving necessary materials or delays of

carriers or subcontractors.

Notwithstanding the preceding provisions of this Article 3,
any Equipment not delivered and accepted on or prior to July 1,
1977, and settled for pursuant to Article 4 hereof on or before
the Cut-0ff Date (as defined in Article 4 hereof) shall be ex-
cluded herefrom. If any Equipment shall be excluded herefrom



pursuant to the immediately preceding sentence, the parties
hereto shall execute an agreement supplemental hereto limiting
this Agreement to the Equipment not so excluded herefrom. If the
Builder's failure to deliver Equipment so excluded herefrom
resulted from one or more of the causes set forth in the imme-
diately preceding paragraph, the lLessee shall be obligated to
accept such Equipment and pay the full purchase price therefor,
determined as provided in this Agreement, if and when such Equip-
ment shall be completed and delivered by the Builder, such
payment to be in cash on the delivery of such Equipment, either
directly or in case the Lessee shall arrange therefor, by means
of a conditional sale agreement, eguipment trust or such other
appropriate method of financing as the Lessee shall determine and
as shall be reasonably acceptable to the Builder.

During the construction, the Equipment shall be subject to
inspection and approval by the authorized inspectors of the
Vendee (who may be employees of the Lessee) and the Builder shall
grant to such authorized inspectors reascnable access to its
plant. The Builder agrees to inspect all materials used in the

' construction of the Equipment in accordance with the standard

-quality control practices of the Builder. Upon completion of

-each unitvor of a number of units of the Egquipment, such unit or

units shall be presented to an inspector of the Vendee for inspeé-
tion at the place specified for delivery of such unit or units,
and if each such unit conforms to the Specifications, requirements
and standards applicable thereto, such inspector or an authorized
representative of the Vendee (who may be an employee of the
Lessee) shall execute and deliver to the Builder a certificate of
acceptance (hereinafter called the Certificate of Acceptance)
stating that such unit or units have been inspected and accepted
on behalf of the Vendee and are marked in accordance with Article
9 hereof; provided, however, that the Builder shall not thereby

be relieved of its warranty referred to in Article 1., hereof.

On delivery of each such unit hereunder at the place specified
for delivery, the Builder shall have no further responsibility
for, nor bear any risk of, any damage to or the destruction or
loss of such unit; provided, however, that the Builder shall not
thereby be relieved of its warranty referred to in Article 13
hereof.

ARTICLE 4. Purchase Price and Payment. The base price or
prices per unit of the Equipment are set forth in Annex B hereto.
Such base price or prices are subject to such increase or decrease
as is agreed to by the Builder, the Vendee and the Lessee. The
term "Purchase Price"” as used herein shall mean the base price or
prices as so increased or decreased. If on the Closing Date (as
hereinafter defined in this Article) the aggregate of the Purchase
Prices for which settlement has theretofore been and is then
being made under this Agreement would, but for the provisions of
this sentence, exceed the Maximum Purchase Price specified in
Annex A hereto (or such higher amount as the Vendee may at its
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option agree to), the Builder (and any assignee of the Builder)
and the Lessee will, upon request of the Vendee, enter into an
agreement excluding from this Agreement such unit or units of
Equipment then proposed to be settled for and specified by the
Vendee, as will, after giving effect to such exclusion, reduce
such aggregate Purchase Prices under this Agreement to not more
than the Maximum Purchase Price specified in Annex A hereto for
such higher amount as aforesaid), and the Lessee agrees to pur-
chase any such unit or units so excluded from this Agreement from
the Builder for cash on the date such unit or units would other-
wise have been settlied for under this Agreement either directly,
or, if the Builder and the Lessee shall mutually agree, by means
of a conditional sale, equipment trust or other appropriate
method of financing. :

The Equipment shall be settled for in such number of groups
of units of the Equipment delivered to and accepted by the Vendee
as is provided in Item 2 of Annex A hereto (each such group being
hereinafter called a Group). The term "Closing Date" with
respect to any Group shall mean such date (not later than July 1,
1977, such date being herein called the Cut-0ff Date), occurring
not more than ten business days following presentation by the
Builder to the Vendee of the invoice and of the Certificate or
Certificates of Acceptance for the Equipment and written notice
thereof by the Builder to the Lessee, as shall be fixed by the
Lessee by written notice delivered to the Vendee and the Vendor
at least six business days prior to the Closing Date designated
therein. The term "business days" as used herein means calendar
days, excluding Saturdays, Sundays and any other day on which
banking institutions in Illinois, are authorized or obligated to
remain closed.

The Vendee hereby acknowledges itself to be indebted to the
Vandor in the amount of, and hereby promises to pay in cash to
the Vendor at such place as the Vendor may designate, the Pur-
chase Price of the Equipment, as follows:

(a) On the Closing Date with respect to each Group an
amount equal to 30% of the aggregate Purchase Price of such
Group; and

(b) In 27 semiannual instalments, as hereinafter provided,
an amount equal to the aggregate Purchase Price of the units of
Equipment for which settlement is then being made, less the
aggregate amount paid or payable with respect thereto pursuant to
subparagraph (a) of this paragraph.

The portion of the Purchase Price payable pursuant to sub-
paragraph (b) of the preceding paragraph (herein called the
Conditional Sale Indebtedness) shall be payable on each January 1
and July 1, commencing January 1, 1978, to and including January 1,
1991 (or if any such date is not a business day, on the next



succeeding business day), each such date being hereinafter called
a Payment Date. The unpaid balance of the Conditional Sale
Indebtedness shall bear interest from and including the Closing
Date in respect of which such indebtedness was incurred at a rate
computed on a daily basis equal to .023611% of the Conditional
Sale Indebtedness (said rate being called the Interim Rate) (for
each day to, but not including) July 1, 1977, and at a rate of
8.5% per annum thereafter and such interest shall be payvable, to
the extent accrued, on July 1, 1977 and on each July 1 and
January 1 thereafter. The instalments of principal payable on
each Payment Date shall be calculated so that the aggregate of
principal and interest payable on each Payment Date shall be
substantially equal ané such instalments of principal shall
completely amortize the Conditional Sale Indebtedness. The
Vendee will furnish to the Vendor and the Lessee promptly after
the each Closing..Date. a .schedule in such number of counterparts
as shall be requested: by the Vendor, showing the respective
amounts of principal and ‘interest payable on each Payment Date.

Interest under this Agreement shall be determined on the

" basis of a 360-day year of twelve 30-day months.

The Vendee will pav interest, to the extent legally enforce-
able, at the rate of 9.5% per annum upon all amounts remaining
unpaid after the same shall have become due and payable pursuant
to the terms hereof or such lesser amount as shall be legally
enforceable, anything herein to the contrary notwithstanding.

All payments provided for in this Agreement shall be made in
such coin or currency of the United States of America as at the
time of payment shall be legal tender for the payment of public
and private debts. The payment to be made pursuant to subparagraph
(a) of the third paragraph of this Article shall be made in
immediately available or Federal funds not later thar 11:00 a.m.
in the citv where, and on the date which, such payment is to be
made. Except as provided in Article 7 hereof, the Vendee shall
not have the privilege of prepaying any portion of the Conditional
Sale Indebtedness prior to the date it becomes due.

The obligation of the Vendee to pay to the Vendor any
amount required to be paid pursuant to the third paragraph of
this Article with respect to the Equipment is specifically
subject to the fulfillment, on or before the Closing Date in
respect- of any Group, of the following conditions (any of which
may be waived by the Vendee, and payment by the Vendee of the-
amount specified in subparagraph (a) of the third paragraph of
this Article with respect to such Group shall be conclusive
evidence that such conditions have been fulfilled or irrevocably
waived) : :

(a) The Assignee shall have paid or caused to have
been paid to the Builder the amounts contemplated to be paid
by it as provided in Article 1 hereof and in the Assignment
and the documents required by the Assignment shall have been
delivered;



(b) No event of default of the Lessee specified herein
or Event of Default of the Lessee (as defined therein) under
the Lease, nor any event which with lapse of time and/or
demand provided for herein or in the Lease would constitute
such an event of default or Event of Default, shall have
occurred and be continuing; and ‘

(c¢) The Vendee shall have received (i) the opinion of
counsel required by §15 of the Lease and (ii) such other
documents as the Vendee may reasonably request.

Notwithstanding any other prov1510n of this Agreement (including,
but not limited to, any provision of Articles 15 and 16 hereof),
it is understood and agreed by the Vendor that the liability of
the Vendee for all payments to be made by it under and pursuant
to this Agreement, with the exceptions only of the payments to be
made pursuant to Article 19 hereof and subparagraph (a) of the
third paragraph of this Article, shall not exceed an amount equal
to, and shall be payable only out of, the "income and proceeds
from the Equipment”, and such payments shall be made by the
Vendee only to the extent that the Vendee or any assignee of the
Vendee shall have actually received sufficient "income or pro-
ceeds from the Equipment" to make such payments. Except as
provided in the next preceding sentence, the Vendor agrees that
the Vendee shall have no personal liability to make any payments
under this Agreement whatsoever except from the "income and
proceeds from the Equipment" to the extent actually received by
the Vendee or any assignee of the Vendee. In addition, the
Vendor agrees that the Vendee (i) makes no representation or
warranty, and is not responsible for, the due execution, validity,
sufficiency or enforceability of the Lease in so far as it relates
to the.Lessee (or any document relative thereto) or of any of the
Lessee's obligations thereunder and {(ii) shall not be responsible
for the performance or observance by the Lessee of any of its
agreements, representations, indemnities, obligations or other
undertakings under the Lease; it being understood that as to all
such matters the Vendor will look solely to the Vendor's rights
under this Agreement against the Lessee and the Equipment and to
~the’Vendor's rights under the Lease against the Lessee and the
"Equipment. As used herein the term "income and proceeds from the
Equipment" shall mean (i) if one of the events of default specified
in Article 15 hereof shall have occurred and while it shall be
continuing, so much of the following amounts as are indefeasibly
received by the Vendee or any assignee of the Vendee at any time
after any such event and during the continuance thereof: (a) all
amounts of rental as provided in Section 3 of the Lease (excluding,
however, any increase resulting from adjustments under Section 17
of the Lease) and amounts in respect of Casualty Occurrences (as
hereinafter defined in Article 7 hereof) paid for or with respect
to the Egquipment pursuant to the Lease and (b) any and all payments-
or proceeds received by the Vendee or any assignee of the Vendee
for or with respect to the Equipment as the result of the sale,
lease or other disposition thereof, after deducting all costs and
expenses of such sale, lease or other disposition, and (ii) at
any other time only that portion of the amounts referred to in
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the foregoing clauses (a) and (b) [not including amounts paid by
the Lessee to the Vendee as reimbursement of sums paid by the
Vendee on account of prior defaults under paragraph (a) of
Article 15] as are indefeasibly received by the Vendee or any
assignee of the Vendee and as shall equal the portion of the
Conditional Sale Indebtedness (including prepayments thereof
required in respect of Casualty Occurrences) and/ or interest
thereon due and payable on, or within six days after, the date
such amounts received by the Vendee or any assignee of the Vendee
were required to be paid to it pursuant to the Lease or as shall
equal any other payments then due and payable under this Agreement.
It is understood that "income and proceeds from the Equipment"
shall in no event include amounts referred to in the foregoing
clauses (a) and (b) which were received by the Vendee or any
assignee of the Vendee prior to the existence of such an event of
default which exceeded the amounts required to discharge that
portion of the Conditional Sale Indebtedness (including prepayments
thereof required in respect of Casualty Occurrences) and/or
interest thereon due and payable on, or within six dayvs after,

the date on which amounts with respect thereto received by the
Vendee or any assignee of the Vendee were regquired to be paid to it
pursuant to the Lease or which exceeded any other payments due

and payable under this Agreement at the time such amounts were
payable under the Lease. It is further specifically understood
and agreed that nothing contained herein limiting the liability

of the Vendee shall derogate from the right of the Vendor to
proceed against the Equipment or the Lessee as provided for

herein for the full unpaid Purchase Price of the Equipment and
interest thereon and all other payments due and pavable hereunder.
Notwithstanding anything to the contrary contained in Article 15
hereof, the Vendor agrees that in the event it shall obtain a
judgment against the Vendee for an amount in excess of the amounts
payable by the Vendee pursuant to the limitations set forth in
this paragraph, it will, accordingly, limit its ex:cution of such
judgment to amounts payable pursuant to the limitations set forth
in this paragraph.

ARTICLE 5. Title to the Equipment. The Vendor shall and
hereby does retain the full security title to and property in the
Equipment until the Vendee shall have made all its payments under
this Agreement and shall have kept and performed all its agreements
herein contained, notwithstanding any provision of this Agreement
limiting the liability of the Vendee and notwithstanding the
delivery of the Equipment to and the possession and use thereof
by the Vendee and the Lessee as provided in this Agreement. Any
and all additions to the Equipment shall be subject to all
the terms and conditions of this Agreement and included in the
term "Equipment" as used in this Agreement. .

Except as otherwise specifically providéd in Article 7
hereof, when and only when the Vendor shall have been paid the
full indebtedness in respect of the Purchase Price of the Equipment,



together with interest and all other payments as herein provided,
and all the Vendee's obligations herein contained shall have been
performed, absolute right to the possession of, title to and
property in the Equipment shall pass to and vest in the Vendee
without further transfer or action on the part of the Vendor.
However, the Vendor, if so requested by the Vendee at that time,
will (a) execute a bill or bills of sale for the Equipment trans-
ferring its title thereto and property therein to the Vendee, or
upon its order, free of all liens, security interests and other
encumbrances created or retained hereby and deliver such bill or
bills of sale to the Vendee at its address referred to in Article
21 hereof, (b) execute and deliver at the same place, for filing,
recording or depositing in all necessary public offices, such
instrument or instruments in writing as may be necessary or
appropriate in order then to make clear upon the public records
the title of the Vendee to the Equipment and (c¢) pay to the
Vendee any money paid to the Vendor pursuant to Article 7 hereof
and not theretofore applied as therein provided. The Vendee .
hereby waives and releases any and all rights, existing or that =~
may be acquired, in or to the payment of any penalty, forfeit or
damages for failure to execute and deliver such bill or bills of
sale or instrument or instruments or to file any certificate of
payment in compliance with any law or statute requiring the
filing of the same, except for failure to execute and deliver
such bill or bills of sale or instrument or instruments or to
file such certificate within a reasonable time after written
demand by the Vendee.

ARTICLE 6. Taxes. All payments to be made by the Vendee
hereunder will be free of expense to the Vendor and Lessee shall upon
the Vendor's demand assume and pay (or reimburse the Vendor for
the payment by it of): (A) collection or other charges; (B) the
amount of any state, local or federal taxes, other than taxes of
the United States or of any state or political subdivision thereof
imposed on or measured solely by the Vendor's net income; and (C)
any license fees, assessments, charges, fines or penalties hereafter
levied or imposed upon or in connection with or measured by this
Agreement or any sale, rental, use, payment, shipment, delivery
or transfer of title under the terms hereof.

All such expenses, taxes, license fees, assessments, charges,
fines and penalties shall be hereinafter called "impositions", all
of which impositions the Vendee assumes and agrees to pay on
demand. The Vendee will also pay promptly all impositions which
may be imposed upon the Equipment delivered to it or for the use
or operation thereof or upon the earnings arising therefrom (except
as provided above) or upon the Vendor solely by reason of its interest
therein and will keep at all times all and every part of the
Equipment free and clear of all impositions which might in any
way affect the title of the Vendor or result in a lien upon any
part of the Equipment; provided, however, that the Vendee shall
be under no obligation to pay any impositions of any kind so long
as it has notified the Vendor in writing that it is contesting in
good faith and by appropriate legal proceedings such impositions



and so long as the nonpayment thereof does not, in the opinion of
the Vendor, adversely affect the title, property or rights of the
Vendor in or to the Equipment or otherwise under this Agreement.

If any impositions shall have been charged or levied against the
Vendor directly and paid by the Builder, the Vendee shall reimburse
the Vendor upon presentation of an invoice therefor, and any
amounts so paid by the Vendor shall be secured by and under this
Agreement; provided, however, that the Vendee shall not be obligated
to reimburse the Vendor for any impositions so paid unless the
Vendor shall have been legally liable with respect thereto (as
evidenced by an opinion of counsel for the Vendor) or unless the
Vendee shall have approved the payment thereof.

ARTICLE 7. Maintenance; Casualty Occurrences. The Vendee
agrees that, at its own cost and expense, it will maintain and
keep each unit of the Equipment in good order and repair.

In the event that any unit of the Equipment shall be worn
out, lost, stolen, destroyed, or, in the opinion of the Vendee or
the Lessee, irreparably damaged, from any cause whatsoever, or
taken or redquisitioned by condemnation or otherwise (such occur-
rences being herein called Casualty Occurrences), while there is
outstanding anyConditional Sale Indebtedness hereunder, the Vendee
shall, promptly after it shall have determined that such unit has
suffered a Casualty Occurrence cause the Vendor to be fully
informed in writing with regard thereto. On the next succeeding
date for the payment of interest on the Conditional Sale Indebtedness
(hereinafter called a Casualty Payment Date), the Vendee shall
pay to the Vendor a sum equal to the Casualty Value (as hereinafter
defined in this Article) of such unit suffering a Casualty
Occurrence as of the date of such payment and shall file, or
cause to be filed, with the Vendor a certificate setting forth
the Casualty Value of such unit. Any money paid to the Vendor
pursuant to this paragrapl. shall be applied to prepay without
penalty or premium, ratably in accordance with the unpaid balance
of each instalment, the Conditional Sale Indebtedness and the
Vendee will promptly furnish to the Vendor and the Lessee a
revised schedule of payments of principal and interest thereafter
to be made, in such number of counterparts as the Assignee may
request, calculated as provided in the fourth paragraph of
Article 4 hereof. ‘

Upon payment by the Vendee to the Vendor of the Casualty.
Value of any unit of the Equipment having suffered a Casualty-
Occurrence, absolute right to the possession of, title to and
property in such unit shall pass to and vest in the Vendee,
without further transfer or action on the part of the Vendor,
except that the Vendor, if requested by the Vendee, will execute
and deliver to the Vendee, at the expense of the Vendee, an
appropriate instrument confirming such passage to the Vendee of
all the Vendor's right, title and interest in such unit, in
recordable form, in order that the Vendee may make clear upon the
public records the title of the Vendee to such unit.



The Casualty Value of each unit of the Equipment suffering a
Casualty Occurrence shall be deemed to be that portion of the
original Purchase Price thereof remaining unpaid on the date as
'of which such Casualty Value shall be determined (without giving
effect to any prepayment or prepayments theretofore made under
this Article), plus interest accrued thereon but unpaid-as of
such date. For the purpose of this paragraph, each payment of
the Purchase Price in respect of Equipment made pursuant to
Article 4 hereof shall be deemed to be a payment on each unit of
the Equipment in like proportion as the original' Purchase. Price
of such unit bears to the aggregate original Purchase Price of
the Equipment.

ARTICLE 8. Reports and Inspections. On or before January 1
in each year, commencing with the calendar year 1978, the Vendee.
shall cause to be furnished to the Vendor an accurate statement
(a) setting forth as at the preceding December 31 the amount,
description and identifying numbers of all units of the Equipment that
have suffered a Casualty Occurrence during the preceding calendar year
(or since the date of this Agreement in the case of the first
such statement) and such other information regarding the condition
and state of repair of the Equlpment as the Vendor may reasonably
request and (b) stating that, in the case of all Equipment repalred
or repainted during the perlod covered by such statement, the 1dent1fV1"
numbers and markings required by Article 9 hereof have been
preserved or replaced. The Vendor shall have the right, by its
agents, to inspect the Equipment and the Lessee's records with
respect thereto at such ‘reasonable times as the Vendor may
request during the term of this Agreement.

ARTICLE 9. Marking of Equipment. The Vendee will cause
each unit of the Equipment to be kept numbered with the applicable
identifying number as set forth in Annex B hereto, or, in the
case of Equipment not there listed, such identifying number as-
shall be set forth in any amendment or supplement hereto extending
this Agreement to cover such Egquipment, and will keep and maintain,
plainly, distinctly, permanently and conspicuously marked on each
side of each unit, in letters not less than 1/2 inch in height,
the words "Owned by and Leased from New England Merchants Leasing
Corporation B-3 and subject to a Security Interest to Commercial
National Bank of Peoria granted by a Conditional Sale Agreement
filed under the Interstate Commerce Act, Section 20c" or other
appropriate words designated by the Vendor, with appropriate
changes thereof and additions thereto as from time to time may be
required by law in order to protect the Vendor's interest in the
Equipment and its rights under this Agreement The Vendee will'
not ‘permit any such unit to be placed in operation or exercise
any control or dominion over the same until such markings shall
have been made thereon and will replace or will cause to be
replaced promptly any such markings which may be removed, defaced
or destroyed. The Vendee will not permit the identifying number
of any unit of the Equipment to be changed except in accordance
with a statement of new number or numbers to be substituted
therefor, which statement previously shall have been filed with
the Vendor and filed, recorded and deposited by the Vendee in all
public offices where this Agreement shall have been filed, recorded
and deposited.



Except as provided in the immediately preceding paragraph,
the Vendee will not allow the name of any person, association or
corporation to be placed on any unit of the Equipment as a
designation that might be interpreted as a claim of ownership;
provided, however, that the Equipment may be lettered with names
or initials or other insignia customarily used by the Lessee or
its affiliates.

ARTICLE 10. Compliance with Laws and Rules. During the
term of this Agreement, the Vendee will comply, in all respects
(including, without limitation, with respect to the use, mainte-
nance and operation of the Equipment) with all laws of the
jurisdictions in which its operations involving the Equipment may
extend, with the interchange rules of the Association of American
Railroads and with all lawful rules of the Department of Trans-
portation, the Interstate Commerce Commission and any other
legislative, executive, administrative or judicial body exercising
any power or jurisdiction over the Equipment, to the extent that
such laws and rules affect the title, operation or use of the
Equipment, and in the event that such laws or rules require any
alteration, replacement or addition of or to any part on any unit
of the Equipment, the Vendee will conform therewith at its own
expense; provided, however, that the Vendee may, in good faith,
contest the validity or application of any such law or rule in
any reasonable manner which does not, in the opinion of the
Vendor, adversely affect the property or rights of the Vendor
under this Agreement.

ARTICLE 11. Possession and Use. The Vendee, so long as an
event of default shall not have occurred and be continuing under
this Agreement, shall be entitled, from and after delivery of the
Equipment by the Builder to the Vendee to the possession of the
Equipment and the use thereof, but only upon and subject to all
the terms and conditions of this Agreement.

The Vendee may lease the Equipment to the Lessee as per-
mitted by, and for use as provided in, the Lease, but the rights
of the Lessee and its permitted assigns (the Lessee hereby so
acknowledging) under the Lease shall be subordinated and junior
in rank to the rights, and shall be subject to the remedies, of
the Vendor under this Agreement; provided, however, that so long
as the Lessee shall not be in default under the Lease the Lessee
shall be entitled to the possession and use of the Equipment.
The Vendee hereby agrees that it will not exercise any of the
remedies permitted in the case of an Event of Default under and
as defined in the Lease until the Vendor shall have received
notice in writing of its intended exercise thereof, and hereby
further agrees to furnish to the Vendor copies of all summonses,
writs, processes and other documents served by it upon the Lessee
or served by the Lessee upon it in connection therewith. The
Lease shall not be amended or terminated (except in accordance
with its terms) without the prior written consent of the Vendor.
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ARTICLE 12. Prohibition Against Liens. The Vendee will pay
or discharge any and all sums claimed by any party from, through
or under the Vendee or its successors or assigns which, if unpaid,
might become a lien, charge or security interest on or with
respect to the Equipment, or any unit thereof, equal or superior
to the Vendor's security interest therein, and will promptly
discharge any such lien, charge or security interest which
arises, but shall not be required to pay or discharge any such
claim so long as the validity thereof shall be contested in good
faith and by appropriate legal proceedings in any reasonable
manner and the nonpayment thereof does not, in the opinion of the
Vendor, adversely affect the security interest of the Vendor in
or to the Equipment or otherwise under this Agreement. Any
amounts paid by the Vendor in discharge of liens, charges or
security interests upon the Equipment shall be secured by and
under this Agreement.

This covenant will not be deemed breached by reason of liens
for taxes, assessments or governmental charges or levies, in each
case not due and delinquent, or undetermined or inchoate materialmen's,
mechanics', workmen's, repairmen's or other like liens arising in
the ordinary course of business and, in each case, not delinquent.

ARTICLE 13. Indemnities and Warranties. The Vendee agrees
to indemnify, protect and hold harmless the Vendor from and
against all losses, damages, injuries, liabilities, claims and
demands whatsoever, regardless of the cause thereof, and expenses
in connection therewith, including but not limited to counsel
fees and expenses, penalties and interest, arising out of or as
the result of the entering into or the performance of this Agree-
ment, the retention by the Vendor of title to or security interest
in the, Equipment, the ordering, acquisition, use, operation,
condition, purchase, delivery, rejection, storage or return of
any of the Equipment, any accident, in’ connection with the operation,
use, condition, possession, storage or return of any of the
Equipment resulting in damage to property or injury or death to
any person during the period when title thereto remains in the
Vendor or the transfer of title to the Equipment by the Vendor
pursuant to any of the provisions of this Agreement, except
however, any losses, damages, injuries, liabilities, claims and
demands whatsoever arising out of any tort, breach of warranty or
failure to perform any covenant hereunder by the Builder. This
covenant of indemnity shall continue in full force and effect
notwithstanding the full payment of the indebtedness in respect
of the Purchase Price of, and the conveyance of security title
to, the Equipment, as provided in Article 5 hereof, or the
termination of this Agreement in any manner whatsoever.

The Vendee will bear the responsibility for and risk of and
shall not be released “rom its obligations hereunder in the event

of, any damage to or the destruction or loss of any unit of or
all the Equipment.
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The agreement of the parties relating to the Builder's
warranty of material and workmanship and the agreement of the
parties relating to patent indemnification are set forth in Items
3 and 4 of Annex A hereto.

ARTICLE 14. Assignments. The Vendee will not (a) except as
provided in Article 11 hereof, transfer the right to possession
of any unit of the Equipment or (b) sell, assign, transfer or
otherwise dispose of its rights under this Agreement unless such
sale, assignment, transfer or disposition (i) is made expressly
subject in all respects to the rights and remedies- of-the Vendor
hereunder (including, without limitation, rights and remedies
against the Vendee and the Lessee) and (ii) provides that the
Vendee shall remain liable for all the obligations of the Vendee
under this Agreement. Subject to the preceding sentence, any
such sale, assignment, transfer or disposition may be made by the
Vendee without the Vendee, assignee or transferee assuming auy of
the obligations of the Vendee hereunder.

All of any of the rights, benefits and advantages of the
Builder under this Agreement, including the right to receive the
payments herein provided to be made by the Vendee and the bene-
fits arising from the undertakings of the Lessee hereunder, may
be assigned by the Vendor and reassigned bv any assignee at any
time or from time to time. No such assignment shall subject any
assignee to, or relieve the Builder from, any of the obligations
~of the Builder to construct and deliver the Equipment in accor-
dance herewith or to respond to its warranties and indemnities
contained or referred to in Article 13 hereof, or relieve the
Vendee or the Lessee of their respective obligations to the
Builder contained in Articles 2, 3, 4, 6 and 13 hereof, Annex A
hereto and this Article 14, or any other obligation which,
according to its terms and context, is intended to survive an
assignment.

Upon any such assignment, either the assignor or the assignee
shall give written notice to the Vendee and the lLessee, together
with a counterpart or copy of such assignment, stating the identity
and post office address of the assignee, and such assignee shall,
by virtue of such assignment, acguire all the assignor's right,
title and interest in and to the Equipment and this Agreement, or
in and to a portion thereof, as the case may be, subject only to
such reservations as may be contained in such assignment. From
and after the receipt by the Vendee and Lessee, respectively, of
the notification of any such assignment, all payments thereafter
to be made by the Vendee or the Lessee under this Agreement
shall, to the extent so assigned, be made to the assignee in such
manner as it may direct.



The Vendee and the Lessee recognize that it is the custom of
railroad equipment manufacturers or sellers to assign agreements
of this character and understand that the assignment of this
Agreement, or of some of or all the rights of the Vendor hereunder,
is contemplated. The Vendee and the Lessee expressly represent,
for the purpose of assurance to any person, firm or corporation
considering the acquisition of this Agreement or of all or any of
the rights of the Vendor hereunder, and for the purpose of inducing
such acquisition, that in the event of such assignment by the
Vendor as hereinbefore provided, the rights of such assignee to
the entire unpaid indebtedness in respect of the Purchase Price
of the Equipment or such part thereof as may be assigned, together
with interest thereon, as well as any other rights hereunder
which may be so assigned, shall not be subject to any defense,
setoff, counterclaim or recoupment whatsoever arising out of any
breach of any obligation of the Builder with respect to the
Equipment or the manufacture, construction, delivery or warranty
thereof, or with respect to any indemnity herein contained, nor
subject to any defense, setoff, counterclaim or recoupment what-
soever arising by reason of any other indebtedness or liability
at any time owing to the Vendee or the Lessee by the Builder.

Any and all such obligations, howsoever arising, shall be and
remain enforceable by the Vendee or the Lessee, as the case may
be, against and only against the Builder.

The Vendee and the Lessee will (a) in connection with
settlement for the Equipment, deliver to the assignee, at the
time of delivery of notice fixing the Closing Date for such
Equipment, all documents reguired by the terms of such assignment
to be delivered to such assignee in connection with such settle-
ment, in such number of counterparts or copies as may reasonably
be requested, except for any opinion of counsel for such assignee,
and (b) furnish to such assignee such number of counterparts of
any other certificate or paper required by Vendor as may reason-
ably be regquested.

If the Builder shall not receive on the Closing Date the
aggregate Purchase Price in respect of all of the Equipment
proposed to be settled for on such Closing Date, the Builder will
promptly notify the Vendee and the Lessee of such event and, if
such amount shall not have been previously paid, the parties
hereto will, upon the request of the Builder, enter into an
appropriate written agreement with the Builder excluding from
this Agreement those units of Equipment whose aggregate Purchase
Price shall not have been received, and the ILessee will, not
later than 90 days after such Closing Date, pay or cause .to be
paid to the Builder the aggregate unpaid Purchase Price of such
units, together with interest thereon from such Closing Date to
the date of payment by the Lessee at the highest prime rate of
interest of leading Chicago banks in effect on such Closing Date.
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ARTICLE 15. Defaults. If, during the period of any
outstanding Conditional Sales Indebtedness hereunder, any one or
more of the following events of default shall occur and be continuing:

(a) Default shall be made in payment of any part of
any sum payable by the Vendee when payment thereof shall be
due hereunder (irrespective of any provision of this Agreement
limiting the liability of the Vendee) and such default shall
continue for 15 days; or

(b) Default shall be made by the Vendee .or the Lessee
in the observance or performance of any other covenant,
agreement, term or provision of this Agreement, or of any
agreement entered into concurrently herewith relating to the
financing of the Equipment, on its part to be kept and
performed or to make provision satisfactory to the Vendor
for such compliance; and such cefault shall continue £for
more than 30 days after written notice thereof from the
Vendor specifying the default and demanding that the same be
remedied.

(c) The Vendee or the Lessee shall consent to the
appointment of a receiver, trustee or liquidator of itself
or of a substantial part of its property, or the Vendee or
the Lessee shall admit in writing its inability to pay its
debts generally as they come due, or shall make a general
assignment for the benefit of creditors, or the Vendee or
the Lessee shall file a voluntary petition in bankruptcy or
a voluntary petition or an answer Seeking reorganization in
a proceeding under any bankruptcy laws (as now or hereafter
in effect) or an answer admitting the material allegations
of a petition filed against the Lessee or the Vendee in any
such proceeding, or the Vendee or the Lessee shall by
voluntary petition, answer or consent, seek relief under the
provisions of any other now existing or future bankruptcy or:
other similar law providing for the reorganization of winding-
up of corporations, or providing for an agreement, composition,
extension or adjustment with its creditors;

(d) An order, judgment or decree shall be entered by
any court or governmental agency or competent jurisdiction
appointing, with the consent of the Vendee or the Lessee, a
receiver, trustee or liquidator of the Lessee or the Vendee
of any substantial part of its property, or any substantial
part of the property of the Vendee or the Lessee shall be
sequestered, and any such order, judgment or decree of
appointment or sequestration shall remain in force undismissed,
unstayed or unvacated for a period of 60 days after the date
of entry thereof. '
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(e) A petition against the Vendee or the Lessee in a
proceeding under the Federal bankruptcy laws or other
insolvency laws (as now or hereafter in effect) shall be
filed and shall not be withdrawn or dismissed within 60 days
thereafter, or if, under the provisions of any law providing
for reorganization or winding up of corporations which may
apply to the Vendee or the Lessee, any court of competent
jurisdiction shall assume jurisdiction, custody or control
of the Vendee or the Lessee or of any substantial part of
its property and such jurisdiction, custody or control shall
remain in force unrelinquished, unstayed or unterminated for
a period of 60 days.

then at any time after the occurrence of such an event of default
the Vendor may, upon written notice to the Vendee and the Lessee
and upon compliance with any legal requirements then in force

and applicable to such action by the Vendor, (i) cause the Lease
immediately upon such notice to terminate (and the Vendee hereunder
acknowledges the right of the Vendor to terminate the Lease subject,
however, to the rights of the Lessee under Section 12 of the Lease)
and/or (ii) declare (hereinafter called a Declaration of Default)
the entire unpaid Conditional Sale Indebtedness in respect of the
Purchase Price of the Equipment, together with the interest
thereon then accrued and unpaid, immediately due and payable,
without further demand, and thereafter the aggregate of the unpaid
balance of such indebtedness and interest shall bear interest

from the date of such Declaration of Default at the rate per

annum specified in Article 4 hereof as being applicable to amounts
remaining unpaid after becoming due and pavable, to the extent
legally enforceable. Upon a Declaration of Default, the Vendor
shall be entitled to recover judgment for the entire unpaid
balance of the Conditional Sale Indebtedness so payable,

with interest as aforesaid, and to collect such judgment out

of iny property of the Vendee, or the Lessee wherever situated
subject in the case of the Vendee, to the limitations set

forth in the last paragraph of Article 4 hereof. The Vendee

shall promptly notify the Vendor of any event which has come

to its attention which constitutes, or with the giving of

notice and/or lapse of time could constitute, an event of

default under this Agreement.

In any such case, the Vendor, at its option may: waive any

such event of default and its consequences and rescind and annul
any declaration of default or notice of termination of the Lease
DY notica t0 tha UVandce and tha lLazsaa in wpiting +8 that efféct,
and thereupon the respective rights of the parties shall be as
they would have bean if ne sueh svent of default had oceurred and
no declaratioan of dafanlt oy noetice of termination of the lease
had been made or given. Notwithstanding the provisions of this
paragraph, it is expressly understood and agreed by the Vendee
and the Lessee that time is of the essence of this Agreement and
that no such waiver, rescission or annulment shall extend to or
affect any other or subsequent default or impair any rights or
remedies consequent thereon.
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ARTICLE 16. Remedies. At any time during the continuance
of a Declaration of Default, the Vendor may, subject to the
rights of the Lessee set forth in Article 11 hereof, and in
compliance with any mandatory legal requirements then in force
and applicable to the action to be taken by the Vendor, take or
cause to be taken, by its agent or agents, immediate possession
of the Equipment, or one or more of th= units thereof, without
liability to return to the Vendee or the Lessee any sums there-
tofore paid and free from all claims whatsoever, except as
hereinafter in this Article 16 expressly provided, and may remove
the same from possession and use of the Vendee, the Lessee or any
other person and for such purpose may enter upon the premises of
the Vendee or the Lessee or any other premises where the Equip-
ment may be located and may use and employ in connection with
such removal any supplies, services and aids and any available
trackage and other facilities or means of the Vendee or the
Lessee.

In case the Vendor shall demand possession of the Equipment
pursuant to this Agreement and shall designate a reasonable point
or points on the lines or premises of the Lessee or on any lines
of railroad or other premises approved by the Vendor for the
delivery of the Eguipment to the Vendor, the Lessee shall (subject
to the rights of the Lessee set forth in Article 11 hereof), at
its own expense, forthwith and in the usual manner, cause the
Equipment to be moved to such point or points and shall there
deliver the Eguipment or cause it to be delivered to the Vendor.
At the option of the Vendor, the Vendor may keep the Equipment on
any of the lines or premises of the Lessee or on any lines of
railroad or other premises approved by the Vendor for a period
not exceeding 'six months, and fcr such purpose the Lessee agrees
to furnish, without charge for rent or storage, the necessary
facilities at any point or points selected by the Vendor reasonably
convenient to the Lessee. This Agreement to deliver the Equipment
and furnisn facilities -as hereinbefore provided is of the essence
of the agreement between the parties, and, upon application to
any court of ecuity having jurisdiction in the premises, the
Vendor shall be entitled to a decree against the Vendee and/or
the Lessee reguiring specific performance hereof. The Vendee and
the Lessee hereby expressly waive any and all claims against the
Vendor and its agent or agents for damages of whatever nature in
connection with any retaking of any unit of the Equipment in any
reasonable manner.

At any time during the continuance of a Declaration of
Default, the Vendor (after retaking possession of the Egquipment
as hereinbefore in this Article 16 provided) may, at its election
‘and upon such notice as is hereinafter set forth, retain the
Equipment in satisfaction of the entire Conditional Sale Indebtedness
and make such disposition thereof as the Vendor shall deem fit.
Written notice of the Vendor's election to retain the Equipment
shall be given to the Vendee and the Lessee by telegram or registered
mail, addressed as provided in Article 21 hereof, and to any

-17-



other persons to whom the law may require notice, within 30 days
after such Declaration of Default. 1In the event that the Vendor
should elect to retain the Equipment and no objection is made
thereto within the 30-day period described in the second proviso
below, all the Vendee's rights in the Equipment shall thereupon
terminate and all payments made by the Vendee and the Lessee may
be retained by the Vendor as compensation for the use of the
Equipment; provided, however, that if the Vendee, before the
expiration of the 30-day period described in the proviso below,
should pay or cause to be paid to the Vendor the total unpaid
balance of the Conditional Sale Indebtedness together with interest
thereon accrued and unpaid and all other payments due under this
Agreement, then in such event absolute right to the possession
of, title to and property in the Equipment shall pass to and vest
in the Vencee; provided, further, that if the Vendee, the Lessee
or any other persons notified under the terms of this paragraph
object in writing to the Vendor within 30 days from the receipt
of notice of the Vendor's election to retain the Equipment, then
the Vendor may not so retain the Equipment, but shall sell, lease
or otherwise dispose of it or continue to hold it pending sale,
lease or other disposition as hereinafter provided or as may
otherwise be permitted by law. If the Vendor shall have given no
notice to retain as hereinabove provided or notice of intention
to dispose of the Equipment in any other manner, it shall be
deemed to have elected to sell the Equipment in accordance with
the provisions of this Article 16.

At any time during the continuance of a Declaration of
Default, the Vendor, with or without retaking possession thereof,
at its election and upon reasonable notice to the Vendee, the
Lessee and any other persons to whom the law may require notice
of the time and place, may, subject to the rights of the Lessee
set forth in Article 11 hereof, sell the Equipment, or one or
more of the units thereof, free from any and all claims of the
Vendee, the Lessee or any other party claiming from, through or
under the Vendee or the Lessee at law or in equity, at public or
private sale and with or without advertisement as the Vendor may
determine; provided, however, that if, prior to such sale and
prior to the making of a contract for such sale, the Vendee
should tender full payment of the total unpaid balance-of the
Conditional Sale Indebtedness together with interest thereon
accrued and unpaid and all other payments due under this Agreement
as well as expenses of the Vendor in retaking possession of,
removing, storing, holding and preparing the Eguipment for, and
otherwise arranging for, the sale and the Vendor's reasonable
attorneys' fees, then in such event absolute right to the possession
of, title to and property in the Equipment shall pass to and vest
in the Vendee. The proceeds of such sale or other disposition,
less the attorneys' fees and any other expenses incurred by the
Vendor in retaking possession of, removing, storing, holding,
preparing for sale and selling or otherwise disposing of the
Equipment, shall be credited on the amount due to the Vendor
under the provisions of this Agreement.
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Any sale hereunder may be held or conducted at East Peoria,
Illinois, at such time or times as the Vendor may specify (unless
the Vendor shall specify a different place or places, in which
case the sale shall be held at such place or places as the Vendor
may specify), in one lot and as an entirety or in separate lots
and without the necessity of gathering at the place of sale the
property to be sold, and in general in such manner as the Vendor
may determine, so long as such sale shall be in a commercially
reasonable manner. The Vendee and the Lessee shall be given
written notice of such sale not less than ten days prior thereto,
by telegram or registered mail addressed as provided in Article
21 hereof. If such sale shall be a private sale, it shall be
subject to the rights of the Vendee and the Lessee to purchase or
provide a purchaser, within ten days after notice of the proposed
sale price, at the same price offered by the intending purchaser
or a better price. The Vendor, the Vendee or the Lessee may bid
for and become the purchaser of the Equipment, or any unit thereof,
so. @ffered for sale. 1In the event that the Vendor shall be the
'-pur&hasgr thereof, it shall not be accountable to the Vendee or
the Lessee (except to the extent of surplus money received as
" hereinafter provided in this Article 15), and in payment of the
~ purchase price therefor the Vendor shall be entitled tc have
credited on account thereof all sums due to the Vendor hereunder.

Each and every power and remedy hereby specifically given to
the Vendor shall be in addition to every other power and remedy
hereby specifically given or now or hereafter existing at law or
in equity, and each and every power and remedy may be exercised
from time to time and simultaneously and as often and in such
order as may be deemed expedient by the Vendor. All such powers
and remedies shall be cumulative, and the exercise of one shall
not be deemed a waiver of the right to exercise any other or
others. No delay or omission of the Vendor in the exercise of
any such power or remedy and no renewal or extension of any
payments due hereunder shall impair any such power or remedy or
shall be construed to be a waiver of any default or an acquiescence
therein. Any extension of time for payment hereunder or other
indulgence duly granted to the Vendee or the Lessee shall not
otherwise alter or affect the Vendor's rights or the Vendee's or
the Lessee's obligations hereunder. The Vendor's acceptance of
any payment after it shall have become due hereunder shall not be
deemed to alter or affect the Vendee's or the Lessee's obligations
or the Vendor's rights hereunder with respect to any subsequent
payments or default therein.

If, after applying all sums of money realized by the Vendor
under the remedies herein provided, there shall remain any amount
due to it under the provisions of this Agreement, the Vendee
shall pay the amount of such deficiency to the Vendor upon demand,
and, if the Vendee shall fail to pay such deficiency, the Vendor
may bring suit therefor and shall be entitled to recover a judgment
therefor against the Vendee. If, after applying as aforesaid all
sums realized by the Vendor, there shall remain a surplus in the
possession of the Vendor, such surplus shall be paid to the Vendee.



The Vendee will pay all reasonable expenses, including
attorneys' fees, incurred by the Vendor in enforcing its remedies
under the terms of this Agreement. In the event that the Vendor
shall bring any suit to enforce any of its rights hereunder and
shall be entitled to judgment, then in such suit the Vendor may
recover reasonable expenses, including reasonable attorneys'
fees, and the amount thereof shall be included in such judgmant.

The foregoing provisions of this Article 16 are subject in all
respects to all mandatory legal requirements at the time in force and
applicable thereto. o

ARTICLE 17. Applicable State Laws. Any provision of this
Agreement prohibited by any applicable law of any jurisdiction
(which is not overridden by applicable federal law) shall as to
such jurisdiction be ineffective, without modifying the remaining
provisions of this Agreement. Where, however, the conflicting
provisions of any such applicable law may be waived, they are hereby
waived by the Vendee and the Lessee to the full extent permitted by
law, it being the intention of the parties hereto that this Agreement
shall be deemed to be a conditional sale and enforced as such.

Except as otherwise provided in this Agreement, the Vendee
and the Lessee, to the full extent permitted by law, hereby waive
all statutory or other legal requirements for any notice of any
kind, notice of intention to take possession of or to sell or lease
the Equipment, or any one or more units thereof, and any other
requirements as the time, place and terms of this sale or lease thereof,
any other requirements with respect to the enforcement of the Vendor's
rights under this Agreement and any and all rights of redemption.

ARTICLE 18. Recording. The Vendee or the Lessee will cause
this Agreement, any assignments hereof the Lease and any security
&ssignment of the Lease and any amendments or supplements hereto
or thereto to be filed and recorded in accordance with Section
20c of the Interstate Commerce Act; and the Vendee and the Lessee
will from time to time do and perform any other act and will
execute, acknowledge, deliver, file, register, deposit and record
any and all further instruments required by law or reasonably _
requested by the Vendor for the purpose of proper protection, to
the satisfaction of counsel for the Vendor, of its title to the
Equipment and its rights under this Agreement or for the purpose
of carrying out the intention of this Agreement. The Vendee and
the Lessee will promptly furnish to the Vendor certificates or
other evidence of such filing, registering, depositing and recording
satisfactory to the Vendor.

ARTICLE 19. Payment of Expenses. The Vendee will pay all
reasonable costs and expenses (other than the fees and expenses
of counsel for the Builder) incident to this Agreement and the
first assignment of this Agreement (including the fees and expenses
of an agent, if the first assignee is an agent), and any instrument
supplemental or related hereto or thereto, including all fees
and expenses of counsel for the first assignee of the Agreement
and for any party acquiring interests in such first assignment,
and all reasonable costs and expenses in connection with the
transfer by any party of interests acquired in such first assignment.



ARTICLE 20. Article Headings; Effect and Modification of Agree-
ment. All article headings are inserted for convenience only and shall
not affect any construction or interpretation of this Agreement.

This Agreement, including the Annexes hereto, exclusively
and completely states the rights of the Vendor, the Vendee and the
Lessee with respect to the Equipment and supersedes all other agreements,
oral or written, with respect to the Equipment. No variation or
modification of this Agreement and no waiver of any of its provisions
or conditions shall be valid unless in writing and signed by duly
authorized representatives of the Vendor, the Vendee and the Lessee.

ARTICLE 21. Notice. Any notice hereunder to any of the
parties designated below shall be deemed to be properly served if
delivered or mailed in the United States certified or registered
mails to it at its chief place of business at the following
specified addresses:

(a) to the Vendee, at New England Merchants Leasing
Corporation B-3, One Washington Mall, Boston, Massachusetts
02107, Attn: Paul Dean III, Assistant to the President.

(b) to the Lessee, at Toledo, Peoria & Western Railroad
Company, 2000 East Washington Street, East Peoria, Illinois
61611, Attention: Charles L. Pattison, President-Controller.

(c) to the Builder, at the address specified in Item 1
of Annex A hereto,

(d) to any assignee of the Vendor, or of the Vendee,
at such address as may have been furnished in writing to the
Vendee, or the Vendor, as the case may be, and to the Lessee,
by such assignee,

or at such other address as may have been furnished in writing by
such party to the other parties to this Agreement.

ARTICLE 22. Law Governing. The terms of this Agreement and
all rights and obligations hereunder shall be governed by the laws
of the State of Illinois; provided, however, that the parties shall
be entitled to all rights conferred by Section 20c of the Interstate
Commerce Act and such additional rights arising out of the filing,
recording or deposit hereof, if any, and of any assignment hereof
as shall be conferred by the laws of the several jurisdictions in which
this Agreement or any assignment hereof shall be filed, recorded or
deposited. :

ARTICLE 23. Execution. This Agreement may be executed in
any number of counterparts, each of which so executed shall be
deemed to be an original, and such counterparts together shall
constitute but one and the same contract, which shall be sufficiently
evidenced by any such original counterpart. Although this Agreement
is dated as of the date first above written, for convenience, the actual
date or dates of execution hereof by the parties hereto is or are,

respecgively, the date or dates stated in the acknowledgments hereto
annexed. '

-] -



IN WITNESS WHEREOF the parties hereto have executed or
caused this instrument to be executed all as of the date first
above written.

(CORPoéAqE SEAL)

ATTEST:

o

GENERAL MOTORS (ELECIRO MOTIVE

DIVISION) y
.8

ice President

ﬂssng7ﬁ25r-3ecretary

(CORPORATE

ATTEST:

SEAL)

NEW ENGLAND MERCHANTS LEASING
CORPORATION B-3

BY

Vice President

(CORPORATE

ATTEST:

Secretary

SEAL)

TOLEDO, PEORIA & WESTERN RAILROAD
COMPANY

BY

Vice President

Secretary

-22~



IN WITNESS WHEREOF the parties hereto have executed or
caused this instrument to be executed all as of the date first

above written.

(CORPORATE SEAL)

ATTEST:

GENERAL MOTORS (ELECTRO MOTIVE
DIVISION)

BY

Vice President

Secretary

A

NEW ENGLAND MERCHANTS LEASING

CORPORATION B~
0 OV

Vice President

Presiden

(CORPORATE SEAL)

ATTEST:

TOLEDO, PEORIA & WESTERN RAILROAD
COMPANY

BY

Vice President

Secretary



: IN WITNESS WHEREOF the parties hereto have executed or
caused this instrument to be executed all as of the date first

above written.

(CORPORATE SEAL)

ATTEST:

GENERAL MOTORS (ELECTRO MOTIVE
DIVISION)

BY

Vice President

’ - -

Secretary

(CORPORATE SEAL)

NEW ENGLAND MERCHANTS LEASING
CORPORATION B-3

BY

Vice President

ATTEST:
Secretary
»d:ﬁ_\;‘~ﬂ, l/
RS =t
N T
tC ,\'?; s e
::X"ORDORAT ESEAL)
220 e AT
/; % - ~ A

T
e

TOLEDO, PEORIA & WESTERN RAILROAD
COMPANY i
/

BY C& =

' A . President

Asst. Secretary

-22-~



STATE OF ju,///als )

. ) Ss.
county or C 00K )
on this 2>3$ 7% day of Ay , 1977, before me
personally appeared B. [ HOGLUND , to
me persgnally known, who being by me duly sworn, says that he is
|ce& President of General Motors Corporation (Electro

Motive Division) that one of the seals affixed to the foregoing
instrument is the corporate seal of said corporation, that said
instrument was signed and sealed on behalf of said corporation,
by authority of its Board of Directors and he acknowledged that
the execution of the foregoing instrument was the free act and

deed of said corporation. ;

(7
'Vv
A
4

‘.
//
)

pi

Notary Public

¥
AN
SRR

areeayg,

My Commission Expires: January 7,979

. \0\‘“‘““ Nuu,,“,
o
Rl
~ b
O
(') .
.
1 A Y
\) 3
,
f

STATE OF : )
) SSs.
COUNTY OF )
On this day of s, 1977, before me
personally appeared , to
. e personally known, who being by me duly sworn, says that
“.he is . President of New England Merchants

Leasing Corporatlon B-3 that one.of the seals affixed to the

foregoing instrument is the corporate seal of said corporation,

that said instrument was signed and sealed on behalf of said
corporation, by authority of its Board of Directors and he acknowledged
that the execution of the foregoing instrument was the free act

and deed of said corporation.

Notary Public

My Commission Expires:

-23-



STATE OF )

) Ss.
COUNTY OF )
On this day of ' , 1977, before me
personally appeared , to

me personally known, who being by me duly sworn, says that he is
President of General Motors Corcztoration (Electro
Motive Division) that one of the seals affixed to the foregoing
instrument is the corporate seal of said corporation, that said
instrument was signed and sealed on behalf of said corporation,
by authority of its Board of Directors and he acknowledged that
the execution of the foregoing instrument was the free act and
deed of said corporation.

Notary Public

My Commission Expires:

Commonwealth of

Massachusetts )
‘ ) Ss.
COUNTY OF Suffolk )

Oon this 26th day of = May , 1977, before me
personally appeared - Paul D. Dean, III , to
me personally known, who being py me duly sworn, says that
he is Vice-President of New England Merchants

Leasing Corporatlon B-3 that one of the seals aiZfixed to the

foregoing instrument is the corporate seal of said corporation, .

that said instrument was signed and sealed on kenhalf of said
corporation, by authority of its RBcard of Directors and ne acknowledged
that the execution of the foregoing instrument was the free act

and deed of said corporation.
%///(

Notary Publit

My Commission Expires: 5-¢-8¢ .



STATE OF Zé&/_—#—i}_)

- ) SS.
COUNTY OF 7)) )

on this k4 day of MAY , 1977, before me

personally appeared (0. Fogtoae , to me
personally known, who being by me duly sworn, says that he is

— President of Toledo, Peoria & Western Railroad Company,
that one of the seals affixed to the foregoing instrument is the
corporate seal of said corporation, that said instrument was
signed and sealed on behalf of said corporation, by authority of
its Board of Directors and he acknowledged that the execution of

the foregoing instrument was the free act and deed of said cor-
poration.

-
oo~

Notary Public

bag

-24-



ANNEX A
to

CONDITIONAL SALE AGREEMENT

Item 1l: General Motors Corporation (Electro Motive Division)
LaGrange, Illinois 60525
Attn: William H. Thomas

Item 2: The Equipment shall be settled for in a single Group
delivered to and accepted by the Vendee.

Item 3: The Builder warrants that its Equipment is of the

kind and quality described in, or will be built in
accordance with, the Specifications referred to in
Article 2 of the Conditional Sale Agreement to which
this Schedule A is attached (hereinafter in this Schedule
A called the Agreement) and is suitable for the ordinary
purposes for which its Equipment is used and warrants
each unit of its Eguipment to be free from defects in
material and workmanship which may develop under
normal use and service within two years from the date
of delivery of such unit or before such unit has been
operated 250,000 miles, whichever event shall first
occur. The Builder agrees to correct such defects, ..
which examination shall disclose to the Builder's ‘
satisfaction to be defective, by repair or replacement

. f.o.b. factory and such correction shall constitute
fulfillment of the Builder's obligation with respect to
such defect und-=r this warranty.

There are no warranties with respect to material and
workmanship, expressed or implied, made by the Builder
except tne warranties set out above except for i1ts other
obligations or liapilities uncer Articles 2, 3 and 9

of this Agreement and Item 4 of this Annex A.

The Builder reserves the right to make changes in the
design of, or add any improvements to, units of its
Equipment at any time without incurring any obligation
to make similar changes or additions in respect of
units of its Equipment previously delivered to the
Railroad.

The Builder further agrees with the Vendee and the

Lessee that .1either the inspection as provided in

Article 3 of the Agreement, nor any examination, nor

the acceptance of any units of its Equipment as provided

in said Article 3 shall be deemed a waiver or a modification
by the Vendee or the Lessee of any of their rights

under this Item 3. v



Item 4: Except in cases of articles or materials specified by
the Lessee and not manufactured by a builder and in
cases of designs, systems, processes, formulae or
combinations specified by the Lessee and not developed
or purported to be developed by such Builder, such
Builder agrees to indemnify, protect and hold harmless
the Vendee from and against any and all liability,
claims, costs, charges and expenses, including royalty
payments and counsel fees, in any manner imposed upon
or accruing against the Vendee, its assigns or the
users of the Equipment because of the use in or about
the construction or operation of any of the Equipment
of any design, system, process, formula, combination,
article or material which infringes or is claimed to
infringe on any patent or other right. The Lessee
likewise will indemnify, protect and hold harmless the
Vendor from and against any and all liability, claims,
costs, charges and expenses, including royvaltyv payments
and counsel fees, in any manner imposed upon Or accruing
against the Vendor because of the use in or about the
construction or operation of any of the Equipment of
any article or material specified by the Lessee and not
manufactured by such Builder or of any design, system,
process, formula or combination specified by the Lessee
and not developed or purported to be developed by such
Builder which infringes or is claimed to infringe on
any patent or other right. Each Builder agrees to and
hereby does, to the extent legallv possible without
impairing anv claim, right or cause of action herein-
after referred to, assign, set over and deliver to the
Vendee and the Lessee every claim, right and cause of
action which such Builder has or hereafter shall have

*+ against the seller or sellers of any designs, systems,
processes, formulae, combinations, articles or materials
specified by the Lessee and purchased or c:herwise
acquired by such Builder for use in or about the con-
struction or operation of any of the Equipment, on the
‘ground that any such design, system, process, formula,
combination, article or material or operation thereof
infringes or is claimed to infringe on any patent or
other right. FEach Builder further agrees to execute
and deliver to the Vendee and the Lessee all and every
such further assurance as may be reasonably requested
more fully to effectuate the assignment and delivery of
every such claim, right and cause of action. Each
Builder will give notice to the Vendee and the Lessee
of any claim known to such Builder from which liability
may be charged against the Lessee hereunder and the
Vendee and the Lessee will give notice to such Builder
of any claim known to them from which liability may be
charged against such Builder hereunder. Such covenants
of indemnity shall continue in full force and effect
notwithstanding the full payment of all sums due under
thie Agreement, the satisfaction and discharge of this
Agreement or the termination of this Agreement in any
manner.



Item 5: Maximum Purchase Price: - $1,675,520.00.



ANNEX B
to

CONDITIONAL SALE AGREEMENT

Lessee's
Road
Type and AAR Numbers
Mechanical Builder's -(Both
Builder Designation Specifications Quantity Inclusive)
General Model GP38-2 4 2001-2004
Motors - Locomotives
Corpora-
tion,
Electro
Motive

Division

Unit
Base
Price

$418,880

Total
Base
Price

$1,675,520

Estimated
Time and
Place of

Delivery

May 31,
19717,
Iowa
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LEASE Or EQUIPMENT

LEASE OF EQUIPMENT dated as of April 15, 1977, between
NEW ENGLAND MERCHANTS LEASING CORPORATION B~-3, a corporation
organized under the laws of the Commonwealth of Massachusetts
(hereinafter called the "Lessor"), and TOLEDO, PEORIA &
WESTERN RAILROAD COMPANY, a corporation organized under the
laws of the State of Illinois, (hereinafter called the
"Lessee").

WHEREAS, the Lessor, as Vendee, and the Lessee have
entered into a Conditional Sale Agreement dated as of the
date of this Lease (hereinafter called the "Security Documents™)
with General Motors Corporation (Electro Motive Division) (hereinafter
referred to as the "Builder") wherein the Builder has agreed to
manufacture, sell and deliver to the Lessor the units of railroad
equipment described in Exhibit A hereto; and

WHEREAS, the Builder has or will assign its interest in
the Security Documents to Commercial National Bank of Peoria
(hereinafter with its successors and assigns referred to as
the "Vendor"); and

WHEREAS, the Lessee desires to lease all of the units of
railroad equipment described on Exhibit A attached hereto,
or such lesser number as are delivered and accepted and
settled for undexr the terms hereof (hereinafter referred to
collectively as the "Units" and individually as a "Unit") at
the rentals and for the terms and upon the conditions hereinafter
provided;

NOW, THEREFORE, in consideration of the premises and of
the rentals to be paid and the covenants hereinafter mentioned
to be kept and performed by the Lessee, the Lessor hereby
leases the Units to the Lessee upon the following terms and
conditions: :

SECTION 1l: Net Lease. This Lease is a net lease
and the Lessee shall not be entitled to any abatement of
rent, reduction thereof or setoff against rent, including,
but not limited to, abatements, reductions or setoffs due or
alleged to be due by reason of any past, present or future
claims of the Lessee against the Lessor under this Lease or
otherwise; nor, except as otherwise expressly provided



herein, shall this Lease terminate, or the respective

obligations of the Lessor or the Lessee be otherwise

affected, by reason of any defect in or damage to or loss of
possession or loss of use or destruction of all or any of

the Units from whatsoever cause, any liens, encumbrances or

rights of others with respect to any of the Units, the prohi-
bition of or other restriction against the Lessee's use of all or
any of the Units, the interference with such use by any person or
entity (other than Lessor or Vendor), the invalidity or unenforce-
ability or lack of due authorization of this Lease, any insolvency
of or the bankruptcy of, reorganization of or similar proceeding
against the Lessee, or for any other cause whether similar or
dissimilar to the foregoing, any present or future law to the
contrary notwithstanding, it being the intention of the parties
hereto that the rents and other amounts payable by the Lessee
hereunder shall continue to be payable in all events in the

manner and at the times herein provided unless the obligation to
pay the same shall be terminated pursuant to the express provisions
of this Lease. To the extent permitted by applicable law, the
Lessee hereby waives any and all rights which it may now have or
which at -any time hereafter may be conferred upon it, by statute
or otherwise, to terminate, cancel, quit or surrender the lease

of any of the Units, except in accordance with the express. terms
hereof. Each rental or other payment made by the Lessee hereunder
shall be final and the Lessee shall not seek to recover all or

any part of such payment from the Lessor for any reason whatsoever.

SECTION 2: Delivery and Acceptance of Units. The Lessor
hereby appoints the Lessee or any person or persons appointed by
the Lessee its agent for inspection and acceptance of the Units
pursuant hereto. Lessee agrees to cause the Units to be accepted
on behalf of the Lessor and the Lessee. The Lessor will cause
each Unit to be delivered to the Lessee at the point or points at
which such Unit is delivered to the Lessor. Upon such delivery,
the Lessee will cause an inspector appointed by the Lessee to
inspect the same, and if such Unit is found to be acceptable, to
accept delivery of such Unit and execute and deliver to the
Lessor a certificate of acceptance (hereinafter called the
"Certificate of Acceptance") in accordance herewith, stating that
such Unit has been inspected and accepted on behalf of the Lessor
and the lLessee on the date of such Certificate of Acceptance and
is marked in accordance with Section 5 hereof, whereupon such
Unit shall be deemed to have been delivered to and accepted by
the Lessee and shall be subject thereafter to all the terms and
conditions of this Lease. Such Certificate of Acceptance shall
be substantially in the form of Exhibit B attached hereto.

This Lease shall be appllcable only to Units accepted pursuant
to this Section 2 prior to July 1, 1977.

SECTION 3: Rentals. The Lessee agrees to pay on July 1,
1977 to the Lessor for each Unit subject to the Lease on July 1,



1977 as interim rental an amount equal to .0236111% of the purchase
price of such Unit ds set forth on Exhibit A (hereinafter called
the "Purchase Price"), for each day elapsed from and including

the date such Unit was accepted pursuant to Section 2 to and
including June 30, 1977 and thereafter to make 30 consecutive
semi-annual payments payable on January 1, and July 1, in

each year commencing January 1, 1978 with the final rental

payment due July 1, 1992. Semi-annual rental payments shall

each be in an amount equal to 5.2681% of the aggregate

Purchase Price of the Units.

The rental payments, including any interim rental
payments, hereinabove set forth, are subject to adjustment
pursuant to the fourth paragraph of Section 17. If any of
-the semi-annual rental payment dates referred to above is
not a business day, the semi-annual rental payment otherwise
payable on such date shall be payable on the next succeeding
business day.

Lessee agrees to make all payments provided for in this
Lease at such place in the United States of America as the
Lessor may in writing direct.

SECTION 4: Term of Lease. The term of this Lease as to
each Unit shall begin on the date of acceptance of such Unit
pursuant to Section 2 and, subject to the provisions of Sectlons 7,
10 and 13 hereof, shall terminate on July 1, 1992.

SECTION 5: Identification Marks. The Lessee will cause
each Unit to be kept numbered with the applicable identifying number
set forth in Exhibit A hereto, or in the case of any Unit not so
listed, such identifying number as shall be set forth in any
amendment or supplement hereto extending this Lease to cover such
Unit, and will keep and maintain, plainly, distinctly, permanently
and conspicuously marked on each side of each Unit, in letters
not less than 1/2 inch in height, the words "Owmed by and Leased
from New England Merchants Leasing Corporation B-3 and Subject to
a Security Interest to Commercial National Bank of Peoria granted
by a Conditional Sale Agreement filed under the Interstate
Commerce Act, Section 20c¢" or other appropriate words designated
by the Lessor, with appropriate changes thereof and additions
thereto as from time to time may be required by law in order
to protect the Lessor's and Vendor's title to and property
in such Unit and the rights of the Lessor under this Lease,
and of the Vendor. The Lessee will not place any such Unit .
in operation or exercise any control or dominion over the
same until such name and words shall have been so marked on
both sides thereof and will replace promptly any such numbers
and words which may be removed, defaced or destroyed.

The Lessee will not change the identifying number of any Unit

unless and until (i) a statement of new number or numbers to be
substituted therefor shall have been filed with the Vendor and
the Lesssor and filed, recorded and deposited by the Lessee in
all public offices where this Lease and the Security Documents.




shall have been filed, recorded and deposited pursuant to Section
16 hereof, and (ii) the Lessee shall have furnished the Vendor
and the Lessor an opinion of counsel to the effect set forth in
subparagraph 9 of Section 15 hereof in respect of such statement.

Except as provided in the immediately preceding paragraph,
the Lessee will not allow the name of any person, association or
corporation to be placed on any Unit as a designation that might
be interpreted as a claim of ownership; provided, however, that
the Units may be letterxed with the names or initials or other
insignia customarily used by the Lessee or its affiliates.

SECTION 6: Taxes. All payments to be made by the Lessee
hereunder will be free of expense to the Lessor and Lessee
shall upon the Lessor's demand assume and pay (or reimburse
the Lessor for the payment by it of): (A) collection or other
charges; (B) the amount of any state, local or federal taxes,
other than taxes of the United States or of any state or poli-
tical subdivision thereof imposed on or measured solely by
the Lessor's net income; and (C) any license fees, assessments,
charges, fines and penalties hereafter levied or imposed upon or
in connection with or measured by this Lease or by any sale,
rental, use, payment, shipment, delivery, transportation or
transfer of title under the terms hereof.

All such expenses, taxes, license fees, assessments, charges,
fines and penalties shall be hereinafter called "Impositions",
The Lessee will also pay promptly all Impositions which may
be imposed upon any Unit or for the use or operation thereof
or upon the earnings arising therefrom (except as provided
above) or upon the Lessor, or Vendor, solely by reason of
their respective interests and will keep at all times all
and every part of such Unit free and clear of all Impositions
which might in any way affect the interests of the Lessor or
.Vendor, or result in a lien upon any such Unit; provided,
however, that the Lessee shall be under no obligation to pay
any Impositions of any kind so long as it has notified the
Lessor in writing that it is contesting in good faith and by
appropriate legal proceedings such Impositions and so long
as the nonpayment thereof does not, in the reasonable opinion
of the Lessor, adversely affect the title, property or
rights of the Lessor, or the Vendor.



In the event any reports or returns with respect to
Impositions are required to be made, the Lessee will either
make or cause to be made such reports or returns in such
manner as to show the interests of the Lessor and the Vendox
in such Units or notify the Lessor and the Vendor of such
requirement and make or cause to be made such reports in
such manner as shall be reasonably satisfactory to the
Lessor and the Vendor; provided, however, that the Lessor,
and the Vendor, shall provide such information and assistance
as shall be appropriate in the circumstances. Lessee shall
send or cause to be sent a copy of each such report or return to
Lessor and Vendor, or will notify Lessor and Vendor of such
requirement and make or cause to be made such report or return in
such manner as shall be reasonably satisfactory to Lessor.

In the event that, during the continuance of this
Lease, the Lessee becomes liable for the payment or reimbursement
of any Imposition, pursuant to this Section 6, such liability
shall continue, notwithstanding the expiration of this
Lease, until all such Impositions are paid or reimbursed by
the Lessee.

SECTION 7. Payment for Casualty Occurrences. In
the event that (a) any Unit shall be or become worn out,
lost, stolen, destroyed, or, in the opinion of the Lessor or
the Lessee, irreparably damaged, from any cause whatsoever,
or taken or requisitioned by condemnation or otherwise; (b)
title thereto shall be requisitioned or seized by any governmental
agency; or (c) title to any Units shall be impaired and
Lessee's or Lessor's right of possession lost for a period
of 60 days or more as a result of the failure of Lessee to
take such steps as may be necessary to protect and preserve
the title of Lessor and Vendor to the Units in any jurisdiction
outside of the United States by recording, registration or
otherwise (such occurrences being hereinafter called Casualty
Occurrences) during the term of this Lease, the Lessee shall
promptly and fully notify the Lessor and Vendor in writing with
respect thereto. On the rental payment date next succeeding
such notice (ox, in the event such notice is delivered after
the 60th day next preceding the expiration of the term of
this Lease or any renewal or extension thereof, within 60
days after Casualty Occurrence) the Lessee shall pay to the
Lessor an amount egual to the rental payment or payments in
respect of such Unit due and payable on such date plus a sum
egual to the Casualty Value (as hereinafter defined) of such
Unit as of the date of such payment in accordance with the
schedule of Casualty Values attached hereto as Exhibit C;
provided, however, that the Casualty Value of any Unit for any
date after June 30, 1992 shall be demmed to be the Casualty Value
for such Unit on June 30, 1992. Upon the making of such payment
by the Lessee in respect of any Unit, the rental for such Unit
shall cease to accrue, the term of this Lease as to such
Unit shall terminate and (except in the case of the loss,




theft or complete destruction of such Unit) the Lessor shall
be entitled to recover possession of such Unit. The Lessor
hereby appoints the Lessee its agent to dispose of any Unit
suffering a Casualty Occurrence, at the best price obtainable
on an "as is, where is" basis. Provided that the Lessee has
previously paid the Casualty Value, the Lessee shall be
entitled to the proceeds of such Unit, up to the Casualty
Value, and shall pay any excess to the Lessor after deduction
from such excess of the reasonable expenses of the Lessee .
incident to such sale.

The Casualty Value of each Unit as of the payment date
on which payment is to be made as aforesaid shall be that
percentage of the Purchase Price of such Unit as is set
forth in Exhibit C attached hereto.

Except as hereinabove in this Section 7 provided, the
Lessee shall not be released from its obligations hereunder
in the event of, and shall bear the risk of any Casualty
Occurrence to any Unit from and after delivery and acceptance
thereof by the Lessee hereunder.

SECTION 8: Reports. Contemporaneously with the
rental payment due January 1, 1978 and each year thereafter,
the Lessee will furnish to the Lessor and Vendor an accurate
statement (a) setting forth as of January 1, 1978 and each
year thereafter, the amount, description and identifying numbers
of all Units then leased hereunder, description and identifying
numbers of all Units that have suffered a Casualty Occurrence
and such other information regarding the condition and state
of repair of the Units as the Lessor or Vendor may reasonably
request and (b) stating that, in the case of all Units
repainted or repaired during the period covered by such
statement, the identifying numbers and the markings required
by Section 5 hereof have been preserved or replaced. The
Lessor shall have the right by its employees or agents, to
inspect the Units and the Lessee's records with respect
thereto at such reasonable times as the Lessor may request
during the continuance of this Lease.

SECTION 9: Disclaimer of Warranties; Compliance with Laws
and Rules; Maintenance; Indemnification. THE LESSOR MAKES
NO WARRANTY OR REPRESENTATION, EITHER EXPRESS OR IMPLIED, AS
TO THE DESIGN OR CONDITION OF, OR AS TO THE QUALITY OF THE
MATERIAL, EQUIPMENT OR WORKMANSHIP IN, THE UNITS DELIVERED
TO THE LESSEE HEREUNDER, AND THE LESSOR MAKES NO WARRANTY OF
MERCHANTABILITY OR FITNESS OF THE UNITS FOR ANY PARTICULAR
PURPOSE OR AS TO TITLE TO THE UNITS OR ANY COMPONENT THEREOF,
IT BEING AGREED THAT ALL SUCH RISKS, AS BETWEEN THE LESSOR
AND THE LESSEE, ARE TO BE BORNE BY THE LESSEE: but the
Lessor hereby irrevocably appoints and constitutes the
Lessee its agent and attorney-in-fact during the term of
this Lease to assert and enforce from time to time, in the




name of and for account of the Lessor and/or the Lessee, as
their interests may appear, at the Lessee's sole cost and
expense, whatever claims and rights the Lessor may have
against the Builder of the Units and any of its subcontractors.
Any sum collected as a result of such enforcement shall be
paid to Lessee to the extent required to correct the defects
" in the Units and the balance shall remain the property of
Lessor. The Lessee's delivery of a Certificate of Acceptance
shall be conclusive evidence as between the Lessee and the
Lessor that the Units described therein are in all the
foregoing respects satisfactory to the Lessee, and the
Lessee will not assert any claim of any nature whatsoever
against the Lessor based on any of the foregoing matters.

The Lessee agrees, for the benefit of the Lessor, to
comply in all respects with all laws of the jurisdictions in
which operations involving any Unit subject to this Lease
may extend, with the Interchange Rules of the Association of
American Railroads, if applicable, and with all lawful rules
of the Department of Transportation, and the Interstate
Commerce Commission, if applicable, and any other legislative,
executive, administrative or judicial body or officer exercising
any power or jurisdiction over any such Unit to the extent
such laws and rules affect the operation or use of such
Unit; and the Lessee shall and does hereby indemnify the
Lessor and agrees to hold the Lessor harmless from and
against any and all liability that may arise from any infringement
or violation of any such laws or rules by the Lessee, the
Lessee's employees or any other person. In the event that
such laws or rules require the alteration of any Unit or in
case any equipment or appliance on any such Unit shall be
required to be changed or replaced or in case any additional
or other equipment or appliance is required to be installed
on such Unit in order to comply with such laws and rules,
the Lessee agrees to make such alterations, changes, additions
and replacements at its own expense and to use, maintain and
operate such Unit in full compliance with such laws and
rules so long as such Unit is subject to this Lease; provided,
however, that the Lessee may, in good faith, contest the
validity or application of any such law or rule in any
reasonable manner which does not, in the opinion of the
Lessor, adversely affect the property or rights of the
Lessor hereunder.

.

The Lessee agrees that, at its own cost and expense, it
will maintain and keep each Unit (including any parts installed
on or replacements made to any Unit and considered an
accession thereto as hereinbelow provided) which is subject
to this Lease in good working order, condition and repair,
suitable for use in unrestricted interchange and each Unit
shall be returned to Lessor at the termination of the Lease
in such condition, reasonable wear and tear excepted. Said
maintenance shall include, but not be limited to maintenance



of all interior devices existing in the Units in good working
order and condition. Except for alterations or changes

required by law, Lessee shall not, without the prior written
approval of Lessor, effect any permanent structural change

in the design, construction or body of the Units or appurtenances
thereto.

Any and all additions to any Unit and any and all parts
installed on or replacements made to any Unit shall be
considered accessions to such Unit and, without cost or
expense to the Lessor, there shall immediately be vested in
the Lessor the same interests in such accessions as the
interests of the Lessor in such Unit. The Lessee may make
alterations or modifications to any Unit so long as they do
not affect the value of such Unit adversely.

The Lessee agrees to indemnify and save harmless the
Lessor against any charge, claim, damage, injury, expense,
loss or liability (including but not limited to strict
liability imposed by statute or rule of law, counsel fees
and expenses, patent liabililities, liabilities, penalties
and interest charges which the Lessor may incur in any
mannner by reason of entering into or performing this Lease
or any of the instruments or agreements referred to herein
or contemplated hereby or the ownership of, or which may
arise in any manner out of or as the result of the acquisition,
purchase, use, operation, condition, delivery, rejection,
storage or return of, any Unit while subject to this Lease
or until no longer in the possession of or stored by the
Lessee in accordance with the terms hereof, whichever is
later, and to indemnify and save harmless the Lessor against
any charge, claim, damage, injury, expense, loss or liability
(including but not limited to strict liability imposed by
statute or rule of law, counsel fees and expenses) on account
of any accident in connection with the operation, use,
condition, possession or storage of any Unit resulting in
damage to property, or injury to or death of any person.
The indemnities contained in this paragraph shall survive
payment of all other obligations under this Lease and the
termination of this Lease.

The Lessee agrees to prepare and deliver to the Lessor
within a reasonable time prior to the required date of
filing (or, to the extent permissible, file on behalf of,
and furnish a copy to, the Lessor) any and all reports known
by the Lessee to be required to be filed by the Lessor, or
requested by the Lessor to be filed, with any Federal, State
or other regulatory authority by reason of the ownership by
the Lessor of the Units or the leasing of the Units to the
Lessee.

SECTION 10: Default. If, during the continuance of
this Lease, one or more of the following events (each such
event being hereinafter sometimes called an Event of Default)
shall occur: '




A, default shall be made in payment of any part
of the rental provided in Section 3 hereof, and such default
shall continue for ten days;

B. the Lessee shall make or permit any unauthorized
assignment or transfer of this Lease or of possession of the
Units, or any thereof;

C. default shall be made in the observance or per-
formance of any other of the covenants, conditions and
agreements on the part of the Lessee contained herein or in
the Security Documents, and such default shall continue for
30 days after written notice from the Lessor or the Vendor
to the Lessee specifying the default and demanding that the
same be remedied;

D. any material representation or warranty made by
the Lessee herein or in any document or certificate fur-
nished to the Lessor in connection herewith or pursuant
hereto shall at any time prove to be incorrect when made;

E. the Lessee shall consent to the appointment of a
receiver, trustee or liquidator of itself or of a substan-
tial part of its property, or the Lessee shall admit in
writing its inability to pay its debts generally as they
come due, or shall make a general assignment for the benefit
of creditors, or the Lessee shall file a voluntary petition
in bankruptcy or a voluntary petition or an answer seeking
reorganization in a proceeding under any bankruptcy laws (as
now or hereafter in effect) or an answer admitting the
material allegations of a petition filed against the Lessee
in any such proceeding, or the Lessee shall by voluntary
petition, answer or consent, seek relief under the pro-
visions of any other now existing or future bankruptcy or
other similar law providing for the reorganization or
winding-up of corporations, or providing for an agreement,
composition, extension or adjustment with its creditors;

F. an order, judgment or decree shall be entered by
any court or governmental agency of competent jurisdiction
appointing, without the consent of the ILessee, a receiver,
trustee or liquidator of the Lessee or of any substantial
part of its property, or any substantial part of the pro-
perty of the Lessee shall be sequestered, and any such
order, judgment or decree of appointment or sequestration
shall remain in force undismissed, unstayed or unvacated for
a period of 60 days after the date of entry thereof;

G. a petition against the Lessee in a proceeding
under the Federal bankruptcy laws or other insolvency laws
(as now or hereafter in effect) shall be filed and shall not
be withdrawn or dismissed within 60 days thereafter, or if,
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under the provisions of any law providing for reorganization
or winding-up of corporations which may apply to the Lessee,
any court of competent jurisdiction shall assume jurisdiction,
custody or control of the Lessee or of any substantial part
of its property and such jurisdiction, custody or control
shall remain in force unrelinquished, unstayed or untermi-
nated for a period of 60 days;

then, in any such case, the Lessor, at its option, may:

(a) proceed by appropriate court action or
actions either at law or in equity, to enforce per-
formance by the Lessee of the applicable convenants of
this Lease or to recover damages for the breach thereof,
including the after tax losses of Federal and state
income tax benefits to which the Lessor would otherwise
be entitled under this Lease; or

(b) by notice in writing to the Lessee termi-
nating this Lease, whereupon all rights of the Lesseee
to the use of the Units shall absolutely cease and
terminate as though this Lease had never been made, but
the Lessee shall remain liable as hereinafter provided;
and thereupon the Lessor may by its agents enter upon
the premises of the lLessee or other premises where any
of the Units may be and take possession of all or any
of such Units and thenceforth hold, possess and enjoy
the same, free from any right of the lLessee, or its
successors Or assigns, to use the Units for any purposes
whatever; but the Lessor shall, nevertheless, have a
right to recover from the Lessee any and all
amounts which, under the terms of this Lease, may be
then due or which may have accrued to the date of such
termination (computing the rental for any number of
days less than a full rental period by multiplying the
rental for such full rental period by a fraction of
which the numerator is such number of days and the
denominator is the total number of days in such full
rental period) and also to recover forthwith from the
Lessee (i) as damages for loss of the bargain and not
as a penalty, a sum, with respect to each Unit, which
represents the excess of (x) the present value of the

" rentals at the time of such termination to the end of
the term of this Lease as to such Unit over (y) the
then present value of the rentals which the Lessor
reasonably estimates to be obtainable for the Unit
during such period, (or in the event the Lessee dis-
agrees with Lessor's estimate, based on an estimate
rendered by an Appraiser as defined in Section 13)
such present value to be computed in each
case on a basis of a rate of 6% per annum, compounded
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semi-annually, from the respective dates upon. which
rentals would have been payable hereunder had this
Lease not been terminated, (ii) any damages and ex-
penses, including reasonable attorneys' fees, in
addition thereto which the Lessor shall have sustained
by reason of the breach of any covenant, representation
or warranty of this Lease other than for the payment of
rental, and (iii) an amount, which shall, in the reason-
able opinion of the Lessor, cause the Lessor's after-tax
yield and aggregate reportable earnings (computed on an
after-tax basis) under this Lease to be equal to the
after-tax yield and aggregate reportable earnings (com- -
puted on an after-tax basis) that would have been
available to the Lessor and its affiliated corporations
if it had not suffered a Determination (as defined in
Section 17) to the extent the Lessor shall not have
previously been indemnified therefor by the Lessee

The remedies in this Lease provided in favor of the Lessor
shall not be deemed exclusive, but shall be cumulative, and shall
be in addition to all other remedies in its favor existing at law
or in equity. However, no remedy or combination of remedies
hereunder shall increase Lessee's obligations under the Lease
beyond the aggregate of the amounts which would have been payable
had the Lease been performed, including, without limitation, (a)
the tax indemnity specified in Section 17 hereof; (b) damages,
expenses and obligations resulting from such default; and (c)
interest as provided herein. The Lessee hereby waives any
mandatory requirements of law, now or hereafter in effect, which
might limit or modify the remedies herein provided, to the extent
that such waiver is permitted by law, except as provided in
Section 1. The Lessee hereby waives any and all existing or
future claims to any offset against the rental payments due
hereunder, and agrees to make rental payments regardless of any
offset or claim which may be asserted by the Lessee or on its
behalf.

The failure of the Lessor to exercise the rights granted it
hereunder upon the occurrence of any of the contingencies set
forth herein shall not constitute a waiver of any such right upon
the continuation or recurrence of any such contingencies ox
similar contingencies. :

In the event of any default of the type specified in sub-
section D which does not constitute an Event of Default by reason
of the fact it is not material, Lessee's obligations hereunder
shall not be diminished and Lessor may seek remedies in law or in
equity.



SECTION 1l1: Return of Units Upon Default. If this Lease
shall terminate pursuant to Section 10 or the fourth paragraph
~of Section 12 hereof, the Lessee shall forthwith deliver possession
of the Units then subject to this Lease to the Lessor. Each Unit
returned to the Lessor pursuant to this Section 11 shall (i) be
in the same operating order, repair and condition as such Unit
was at the inception of the Lease, reasonable wear and tear
excepted, (ii) have attached or affixed thereto any special
device, rack or assembly considered an accession thereto and have
removed therefrom any special device, rack or assembly not so
considered an accession thereto, and (iii) meet the standards
then in effect under the Interchange Rules of the Association of
American Railroads, if applicable. For the purpose of delivering
possession of any Unit or Units to the Lessor as above required,
the Lessee shall, at its own cost, expense and risk:

A. Forthwith and in the usual manner and at usual
speed, cause such Units to be transported to such point or
points within the United States of America as shall reason-
ably be designated from time to time by the Lessor, and

B. Arrange for the Lessor to store such Units for a
period not exceeding 180 days on any lines of railroad or
premises approved by the Lessor until such Units have been
sold, leased or otherwise disposed of by the Lessor.

The assembling, delivery, storage and transporting of the
Units as hereinbefore provided shall be at the expense and risk
of the Lessee and are of the essence of this Lease, and upon
application to any court of equity having jurisdiction in the
premises, the Lessor shall be entitled to a decree against the
Lessee requiring specific performance of the covenants of the
Lessee so as to cause the assembly, delivery, storage and trans-
porting of the Units. During any storage period, the Lessee will
permit the Lessor or any person designated by it, including the
authorized representative or representatives of any prospective
purchaser of any Unit, to inspect the same.

Without in any way limiting the obligation of the Lessee
under the foregoing provisions of this Section 11, the Lessee hereby
irrevocably appoints the Lessor as the agent and the attorney-in-
fact of the Lessee, with full power and authority, at any time
while the Lessee is obligated to deliver possession of any Unit
to the Lessor, to demand and take possession of such Unit in the
name and on behalf of the Lessee from whomsoever shall be at the
time in possession of such Unit. In connection therewith, the
Lessee will supply the Lessor with such documents as the Lessor
may reasonably request.

SECTION 12: Assignment; Possession and Use. This Lease
or the rentals hereunder shall be assignable in whole or in part by
the Lessor without the consent of the Lessee, but the Lessee shall be




under no obligation to any assignee of the Lessor except upon
written notice of such assignment from the Lessor. All the
rights of the Lessor hereunder (including, but not limited to,
the rights under Sections 6, 7, 10 and 17 and the rights to
receive the rentals payable under this Lease) shall inure to the
benefit of the Lessor's assigns (including the partners or any
beneficiary of any such assignee if such assignee is a partner-
ship or a trust, respectively.)

The Lessee, at its own expense, will promptly pay or dis-
charge any and all sums claimed by any party which, if unpaid,
might become a lien, charge, security interest or other encum-
brance (other than an encumbrance created by the Lessor or Vendor,
or resulting from claims against the Lessor or Vendor, not related
to the ownership of the Units and assumed by Lessee hereunder)
upon or with respect to any Unit, including any accession thereto,
or the interest of the Lessor or Vendor therein, and will promptly
discharge any such lien, claim, security interest or encumbrance
which arises. The Lessee shall not, without the prior written
consent of the Lessor, part with the possession or control of, or
suffer or allow to pass out of its possession or control, any of
-the Units, except to the extent permitted by the provisions of
the immediately succeeding paragraph. '

So long as the Lessee shall not be in default under this
Lease, the Lessee and any of its affiliates shall be entitled to
the possession and use of the Units upon lines of railroads owned
or operated by the Lessee or such affiliates or by a railroad
company or companies incorporated in the United States of America
(or any State thereof or the District of Columbia) and over which
the Lessee, or such affiliates, have trackage rights or rights
for operation of their trains, and upon the lines of railroad of
connecting and other carriers in the usual interchange of traffic
or in, through or run-through service, but only upon and subject
to all the terms and conditions of this Lease. :

The Lessor shall have the right to declare the Lease pro-
vided for herein terminated in case of any unauthorized assign-
ment or transfer of the Lessee's rights hereunder or in case of
any unauthorized transfer or sublease of any of the Units.

Lessee will not cause or permit the Units to be used in any
manner contrary to law, and will not engage in any unlawful trade
or violate any law or carry any cargo that will expose the Units
to penalty, forfeiture or capture.
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SECTION 13: Extension Option, Right of First Refusal, Sale
Option. The Lessor intends to retain the Units for re-lease at
the expiration of the term of this Lease. Provided that this
Lease has not been earlier terminated and the Lessee is not in
default hereunder, the Lessee may, by written notice delivered to
the Lessor not less than six months prior to the end of the
original term of this Lease, elect to extend the term of this
Lease in respect of all of such Units then subject to this Lease
for one additional two year period, commencing on the scheduled
expiration of the original term of this Lease.

The rental payable during such extended term shall be "fair
rental value" which shall be payable January 1 and July 1 during the
extended term. Fair rental value shall be determined as (a) such
amount as Lessor and Lessee agree; or (b) if Lessor and Lessee cannot,
within a period of two (2) weeks agree upon such values, the
Lessee or Lessor may then cause the Appraiser to make an appraisal
of the fair rental value of all the Units then leased hereunder,
and the report of the Appraiser setting forth its determination
of such fair rental value shall be delivered to the Lessor and
the Lessee not later than three (3) months prior to the end of
the original term of this Lease. Such fair rental value shall be
determined on the basis of, and shall be equal in amount to, the
semi~annual rental which would be payable by an informed and
willing lessee and an informed and willing lessor in an arm's-
length transaction for the period of the extension. All other
terms hereof shall remain in effect throughout the extended
term of this Lease.

The term Appraiser shall mean such independent appraiser as
the Lessor and the Lessee may mutually agree upon, or failing
such agreement, a panel of three (3) independent appraisers, one
of whom shall be selected by the Lessor, the second by the Lessee
and the third designated by the first two so selected.

In the event the Lessor in a writing delivered to the Lessee,
elects to sell such Units to third parties within 60 days after
the expiration of the original or extended term of this ILease, the
Lessor shall, in a commercially reasonable manner, solicit offers to
buy such Units and, upon receipt thereof, shall exhibit to the Lessee
a true copy of the most favorable bona fide offer, which Lessor
is willing to accept, and the Lessee shall have a right of first
refusal exercisable by written notice, delivered within 15 days, to
purchase such Units at the sale price and upon the other terms and
conditions set forth in such offer.

SECTION 14: Return of Units Upon Expiration of Term.
Upon the expiration of the original term or any extended term of
this Lease with respect to any Unit, the Lessee will, at its own
cost and expense, at the request of the Lessor, deliver posses-
sion of such Unit to the Lessor upon such storage tracks of the
Lessee as the Lessor may designate, or in the absence of such
designation, as the Lessee may select, and permit the Lessor to




3. No approval from any governmental authority is
required with respect to the entering into or performance of
the Lease, the Security Documents or other documents con-
templated in this transaction, or if any such approval is
required, it has been obtained.

4, The Lease and the Security Documents have been
duly authorized, executed and delivered by Lessee and as
such constitutes the valid, legal and binding agreement of
Lessee, enforceable in accordance with their terms, except as
provided by laws affecting creditors' rights generally and
to the extent that general equitable principles may limit
the right to obtain the remedies of specific performance of
obligations thereunder or of injunctive relief.

5. The entering into and performance by Lessee of
the Lease and Security Documents will not violate any
judgment, order, law or regulation applicable to Lessee nor
constitute a default under, or result in the creation of any
lien, charge, security interest or other encumbrance upon
any assets of Lessee or on the Units, pursuant to any
indenture, mortgage, deed or trust, bank loan or credit
agreement or other instrument known to be after reasonable
investigation, and to which Lessee is a party or by which it
may be bound. '

6. To the best of counsel's knowledge (after due
investigation), there are no actions, suits or proceedings
(whether or not purportedly) on behalf of Lessee, pending ox
threatened against or affecting Lessee or any of its property
rights, at law or in equity, or before any regulatory
commission or other administrative agency, which could
materially and adversely affect the condition, financial or
otherwise, of Lessee, as the case may be, and Lessee is not
in default with respect to any order or decree of any court
or governmental commission, agency or instrumentality.

7. No existing mortgage, deed of trust, or other lien
or security interest of any nature whatsoever, which by its
terms now covers or affects, or which may hereafter cover or
affect, any property or interest of Lessee in the Units, now
attaches or hereafter by its terms will attach to the Units
or in any manner affect or will affect adversely the right,
title and interest of Lessor or holder therein.

8. The Certificates of Acceptance, when executed and
delivered by Lessee, will constitute legal, valid and bind-
ing obligations of the Lessee enforceable in accordance with
their terms.

9. This Lease, and the Security Documents and any
assignment hereof or thereof have been duly filed and recorded
with the Interstate Commerce Commission, and such filings
and recordations will protect (and no further filings or
recordations are necessary to protect) the interests of the
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store such Unit on such tracks for a period not exceeding 180

days and Lessee shall transport the same at any time within such
180 day period to any reasonable place on the lines of any railroad
in the United States all as directed by the Lessor upon not less
than 15 days written notice to the Lessee. Any such movement and
storage of each such Unit is to be at the risk and expense of the
Lessee. During any such storage period, the Lessee will permit
the Lessor or any person designated by it including the authorized
representative or representatives of any prospective purchaser of
any such Unit, to inspect the same; provided, however, that the
Lessee shall not be liable, except in the case of negligence of
the Lessee or of its employees or agents, for any injury to, or
the death of, any person exercising, either on behalf of the
Lessor or any prospective purchaser, the rights of inspection
granted under this sentence. Each Unit returned to the Lessor
pursuant to this Section 14 shall (i) be in the same operating
order, repair and condition as such Unit was in at the inception of
this Lease, reasonable wear and tear excepted, (ii) have attached
or affixed thereto any special device, rack or assembly considered
an accession thereto and have removed therefrom any special
device, rack or assembly not so considered an accession thereto,
and (iii) meet the standards then in effect under the Interchange
Rules of the Association of American Railroads, if applicable.

The assembling, delivery, storage and transporting of the Units

as hereinbefore provided are of the essence of this Lease, and
upon application to any court of equity having jurisdiction in

the premises the Lessor shall be entitled to a decree against the
Lessee requiring specific performance of the covenants of the
Lessee to so assemble, deliver, store and transport the Units.

SECTION 15: Representations of Lessee and Opinion of
Counsel. Lessee hereby represents and warrants and will, on the
date of commencment of the original term of this Lease, deliver to
the Lessor two counterparts of the written opinion of counsel for
the Lessee, addressed to the Lessor and Vendor, in scope and substance
satisfactory to the Lessor and Vendor, and their respective counsel,
to the effect that:

1. The Lessee is a corporation legally incorporated,
validly existing and in good standing under the laws of the
State of Illinois.

2. Under the laws of the State of Illinois, the
Lessee has full corporate power, authority and legal right
to carry on its business as now conducted. Lessee is duly
authorized and empowered to execute and deliver the Lease
and Security Documents and all such other documents as it
has executed and delivered in connection with this trans-
action.
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Lessor as owner of the Units and the security interest of
the Vendor in the Units, subject to no liens or encumbrances
except such as are expressly permitted hereunder or under
the Security Documents.

SECTION 16: Recording. The Lessee, at its own expense,
will cause this Lease, the Security Documents and any assignment
hereof or thereof to be filed and recorded with the Interstate
Commerce Commission. The Lessee will, from time to time, do and
perform any other act and will execute, acknowledge, deliver,
file, register, record (and will refile, re-register, deposit and
redeposit or re-record whenever required) any and all further
instruments required by law or reasonably requested by the Lessor,
or the Vendor, for the purpose of proper protection, to their
reasonable satisfaction, of the Lessor's or Vendor's respective
interests in the Units or for the purpose of carrying out the
intention of this Lease, and the Lessee will promptly furnish to
the Lessor and Vendor evidence of all such filing, registering,
depositing or recording.

SECTION 17. Income Tax Indemnities and Investment Credit
Passt.rough. This Lease has been entered into on the basis that
the Lessor shall be entitled to such deductions and other benefits
as are provided to an owner of property, excepting, however, the
Investment Tax Credit to which Lessee is entitled in accordance
with this Section 17, but including, without limitation:

(1) the deductions for accelerated depreciation
for the Units under Section 167 (b) of the Internal
Revenue Code (the "Code") utilizing a useful life of
twelve (12) years for the Units which is the lower
limit prescribed in Revenue Procedure 77-10 (I.R.B.
1977-12, 4) for Asset Guideline Class 00.25 under
Section 167 (m) of the Code and employing the double
declining balance method of depreciation switching to
the sum-of-the-years digits method of depreciation when
most beneficial to the Lessor, utilizing the modified
half-year convention as provided in Regqulation 1.167(a)-
11(c)(2) (i1) ("Depreciation Deduction") based upon the
entire amount of Lessor's Purchase Price (as that term
is used in Sections 3 and 20(b) hereof); and

(1i) the deductions under Section 163 of the Code
in the full amount of any interest paid or accrued by
the Lessor in accordance with the Lessor's method of
accounting for tax purposes with respect to the Security
Documents ("Interest Deduction").

The Lessee agrees that neither it nor any corporation
controlled by it, in control of it, or under common control with
it, directly or indirectly, will at any time take any action oxr
file any returns or other documents inconsistent with the fore-
going and that each of such corporations will file such returns,
take such actions and execute such documents as may be reasonable
and necessary to facilitate accomplishment of the intent hereof.



The Lessee represents and warrants that an amount equal to
at least 20% of the Purchase Price of the Units is a reasonable
estimate of what the Units will be worth at the expiration of the
initial term of this Lease and that 20 years is the useful life
of the Units and, accordingly, that a reasonable estimate of the
remaining useful life of the Units at the expiration of the
initial term of this Lease is 5 years within the meaning of Rev.
Proc. 75-21; that depreciation for federal income tax purposes
may be computed on the basis of a useful life of twelve (12)
years, being the lower limit prescribed in Rev. Proc. 77-10 for
Asset Guideline Class 00.25 under Section 167 (m) of the Internal
Revenue Code; and that at the time the Lessor becomes the owner
of the Units, the Units will not have been used by any person,
or "placed in service" by any person within the meaning of that
term in Section 1.46-3(d) and Section 1.167(a)-11(e) (1) of the
Treasury Regulations, so as to preclude "the original use of
such property" within the meaning of Section 167 (c) (2) of the
Code from commencing with the Lessor and at the time. the Lessor
becomes the owner of the Units, no depreciation will have been
claimed by any person with respect to the Unit. The Lessee will
maintain sufficient records to verify such use and upon the re-
quest of the Lessor, the Lessee will provide written reports
establishing such use.

If, as a result of any act or omission of Lessee or by
reason of the incorrectness or inaccuracy of any representation
or warranty of the Lessee herein contained, there shall be a
Determination (as hereinafter defined) . (i) that the Lessor shall
not be entitled to all or any portion of the Depreciation Deduc-
tion or the Interest Deduction, or (ii) that all or a portion
of the Depreciation Deduction or the Interest Deduction shall be
recaptured, or (iii) that the Lessor has suffered realization of
taxable income by reason of the installation of accessions or
additions to the Units which are not readily removable, then
the rentals for the Units set forth in Section 3 hereof shall,
on the succeeding rental payment date after written notice to
the Lessee by the Lessor of such fact, be increased to such
amount or amounts as shall, in the reasonable opinion of the
Lessor, provide the Lessor with the same after-tax yield and
aggregate reportable earnings (computed on an after-tax basis)
as the Lessor would have realized had such Determination not
been made; and the Lessee forthwith after receipt of such
written notice shall pay to the Lessor as additional rent the
amount of any interest and/or penalties (including any which may
be assessed by the United States of America), assessed against
the Lessor which are attributable to such Determination; pro-
vided, however, that such rental rate shall not be so increased
if such Determination shall be the result of the occurrence of
any of the following events.

(1) any amendments to the Code, Internal Revenue
Service Regulations and tax rules enacted or promulgated
and effective after the Closing Date (as defined in the
Security Documents) ;



(1i) a Casualty Occurrence with respect to such Unit,
if the Lessee shall have paid to the Lessor the amounts
stipulated under Section 7 hereof;

(iii) a voluntary transfer or other voluntary disposition
by the Lessor of any interest in such Unit unless, in each _
case, an Event of Default shall have occurred and be continuing;

(iv) the failure of the Lessor to claim in a timely
manner the Interest Deduction, or elect in a timely manner,
the Depreciation Deduction; :

(v) the failure of the Lessor to have sufficient
income to benefit from the Depreciation Deduction and/or
Interest Deduction.

For purposes of this Section 17, a Determination shall have
occurred when any of the following events shall have happened:
(A) Lessor and Lessee shall have entered into a written agreement
with respect to the matters covered by this Section 17; (B) a
deficiency shall have been proposed by the Internal Revenue
Service or other taxing authority with jurisdiction and the
Lessee shall not, within fifteen (15) days after notice thereof
shall have been delivered by the Lessor to the Lessee, have
requested that the Lessor contest such deficiency and made all
arrangements reasonably demanded by the Lessor for the prompt
payment or reimbursement of any and all costs and expenses (including
without limitation accountants' and attorneys' fees and any taxes
or related interest or penalties) which are or may be incurred by
the Lessor in prosecuting such contest through available administrative
or court proceedings, or the Lessee shall at any stage or level
in such proceedings inform Lessor that it does not desire to
prosecute further such contest; or (C) there shall have been a
determination within the meaning of Section 1313(a) of the Code.

If the rentals have been increased pursuant to this
Section 17 and if thereafter (i) the Determination providing the
basis for said increase shall be reversed in whole or in part (so
as to reduce the amount of tax benefits lost to the Lessor) by a
final judgment or decree of the court or administrative agency
having jurisdiction, or (ii) the Lessor shall release, waive,
compromise or settle any claim contesting the Determination
without the written consent of the Lessee, and if the Lessee
shall have paid or reimbursed Lessor for all costs related to
said contest (including without limitation the fees of accountants
and attorneys mutually and reasonably acceptable to Lessor and
Lessee), then, commencing on the next succeeding rental payment
date, the rental rate in respect of such Unit shall be readjusted
downward to such level as will provide the Lessor with the same
after-tax yield and aggregate reportable earnings (computed on an
after-tax basis) as the Lessor would have realized had no Determination
been made; and the Lessor shall, forthwith upon the demand of the
Lessor, reimburse Lessee in an amount equal to the sum of (a) the
excess, 1if any, of the increased rental paid by the Lessee with
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respect to the Units pursuant to the fourth paragraph of this
Section 17 over the rental rate applicable to such Unit as
readjusted downward pursuant to this paragraph, and (b) any
interest and/or penalties paid by the Lessee to the Lessor pursuant
to the fourth paragraph of this Section 17, if any, which were
subsequently refunded to the Lessor by the taxing authority with
jurisdiction.

The Lessor agrees that it will execute and file a Section
48(d) Election (as hereinafter defined) with the Lessee within
the time period prescribed in Section 1.48-4(f) (2) of the Regula-
tions, provided that the Lessor shall have received such Section
48(d) Election from the Lessee at least 30 days prior to the
expiration of such time period, and provided further that the
Lessor shall not object to any statement set forth in such
Election as false or inaccurate.

For purposes of this Section 17, the term "Section 48(d)
Election" shall mean a written statement described in Section
1.48-4(f) (1) of the Treasury Regulations which specifies the Units
as the property with respect to which the election under Section
48(d) of the Code is being made. The Section 48 (d) Election
shall be prepared by, and at the expense of, the Lessee.

The Lessor has not made and shall not be deemed to have made
any warranty or representation, either express or implied, (i) as
to the validity or effectiveness of the Section 48(d) Election as
an election under Section 48(d) of the Code to treat the Lessee
as having acquired the Units for purposes of the Credit allowed
under Section 38 of the Code, (ii) as to the truth or accuracy of
any statement in such Election, except the name, address and
taxpayer account number of the Lessor and the district director's
office with which income tax returns of the Lessor are filed, or
(iii) as to the fulfillment of the conditions specified in Section
1.48-4(a) (1) of the Treasury Regulations with respect to Units.

" For purposes of this Section 17 and Section 10 hereof,
the term "Lessor" shall include any affiliated group within the
meaning of Section 1504 of the Code of which the Lessor is a
member if consolidated returns are filed for such affiliated
group for federal income tax purposes.

The Lessee's and Lessor's agreement to pay any sums which
may become payable pursuant to this Section 17 shall survive the
expiration or other termination of this Lease.

SECTION 18: Liens and Encumbrances. Lessor may from time
to time subject the Units to a lien (previously described as the
"Security Documents"). The creation of a lien under any Security
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Documents shall not require Lessee's consent or relieve Lessee of
its obligations hereunder.

Lessee's rights hereunder are expressly subject to the
Security Documents and neither the Lessee, any permitted sub-
lessee, nor any other person has or shall have any right, power
or authority to create, incur or permit to be placed or imposed
or continued upon the Units any liens whatsoever other than the
lien of the Security Documents, this Lease and any liens per-
mitted thereunder. Except for the lien of the Security Documents
and the Lease and liens, charges and encumbrances permitted
therein, the Lessee will not suffer to be continued any lien,
charge or encumbrance on any Units and in due course, and in any
event when due and payable, will pay or cause to be discharged or
make adequate provision for the satisfaction or discharge of all
claims or demands, or will cause such Units to be released or
discharged from any lien, charge or encumbrance therefor. If any
Units are attached, levied upon or taken into custody by virtue
of any legal proceeding in any court, the Lessee will promptly
notify Lessor thereof by telegram, or other prompt means of
communicating, confirmed by letter, addressed to Lessor and
within thirty (30) days will cause such Units to be released and
all liens thereon other than this Lease and the Security Documents
to be discharged and will promptly notify the Lessor thereof in
the manner aforesaid or in the alternative, at Lessee's option,
treat such Units as if they had suffered a Casualty Occurrence as
provided in Section 7.

SECTION 19: Insurance. The Lessee shall at all times
while this Lease is in effect maintain or cause to be maintained
with such insurers as may be acceptable to the Lessor, any
assignee pursuant to Section 12 and the Vendor, property and
public liability insurance in respect of each of the Units at
the time subject hereto against all risks of liability in an
amount and against risks customarily insured against by the
Lessee for damage to the property of, or for personal
injury suffered by, third persons and insured against by the
Lessee on similar eguipment owned or leased by Lessee (except in
each case as otherwise agreed to by the Lessor, any assignee
pursuant to Section 12 and the Vendor). In addition, the Lessee
shall at all times while this Lease is in effect maintain or
cause to be maintained with such insurers as may be acceptable to
the Lessor, any assignee pursuant to Section 12 and the Vendor
insurance in respect of each of the Units at the time subject
hereto against partial or total loss or damage resulting from
risks comparable to those insured against by the Lessee on similar
equipment owned or leased by Lessee, in amounts at least equal
to $1,000,000.00 per occurrance, with no more than a $25,000.00
deductible per occurrance, (except
in each case as otherwise agreed to by the Lessor, any assignee
thereof and the Vendor). The Lessee will pay and have the obligation
to pay, at its own expense, all premiums and other costs and
expenses in respect of the insurance described in this paragraph.




All casualty insurance policies maintained pursuant to this
Lease shall: (i) name the Lessor as owner of the Equipment, any
assignee pursuant to Section 12 as additional insured with respect
to the Units, and the Vendor to the extent of its interests under
the Security Documents and shall insure the Lessor's such assignee's
and the Vendor's respective interests, regardless of any breach
or violation by the Lessee of any warranties, declarations, or
conditions contained in such policies; (ii) provide that any
losses with respect to the Units shall be payable notwithstanding
any act, failure to act or negligence of any named insured or any
other person; (iii) provide that any losses shall be payable
notwithstanding any foreclosure or other proceeding or notice of
sale relating to the Units or this Lease or the Security Documents;
and (iv) provide that no cancellation thereof shall be effective
until at least 30 days after the giving of notice by the insurer
thereunder to the Lessor, any assignee pursuant to Section 12,
the Vendor and the Lessee. Any insurance maintained by Lessee
pursuant to this Section 19 may be evidenced by blanket insurance
policies covering the Units and other property or assets of the
Lessee.

Upon the execution of this Lease, and thereafter not less
than fifteen (15) days prior to the expiration dates of the
expiring policies theretofore delivered pursuant to this
Section 19, the Lessee shall deliver to the Lessor any assignee
pursuant to Section 12 and the Vendor duplicate originals of
all policies (or in the case of blanket policies, certificates
thereof issued by the insurers thereunder) for the insurance
maintained pursuant to this Section 19; provided, however, that if
the delivery of a formal policy or certificate, as the case may
be, is delayed, the Lessee shall deliver an executed binder
.with respect thereto and shall deliver the formal policy or
certificate, as the case may be, upon receipt thereof.

There shall be no apportionment of premiums in respect of
insurance maintained pursuant to this Section 19 at the expiration
or any termination of this Lease; and the Lessee may cancel any
such policies as of such expiration or termination and obtain
any premium refunds incident thereto. Provided that no Event
of Default shall have occurred and be continuing, the Lessee
shall be entitled to any premium refund or dividend received
by the Lessor, the Vendor or the Lessee on account of any
insurance maintained by the Lessee pursuant to this Section 19.
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In the event that the Lessee shall fail to maintain insurance
as herein provided, the Lessor, any assignee pursuant to Section
12, or the Vendor may at its option (but shall be under no
obligation to) provide insurance in such amounts as the Lessor
or such assignee or the Vendor shall deem advisable for its
protection unless, after telegraphic notice from the Lessor,
such assignee or the Vendor to the Lessee of such failure upon
discovery thereof by the Lessor, such assignee or the Vendor,
the Lessee gives immediate telephonic or telegraphic assurances
that such failure will be cured and such assurances are satisfactory
to the Lessor, such assignee and Vendor in the exercise of their
reasonable discretion. In the event the Lessor, any assignee
pursuant to Section 12 or the Vendor provides insurance pursuant
to this paragraph, the Lessee shall, upon demand from time to
time, reimburse the Lessor, such assignee, and the Vendor for the
cost thereof, including any expense incurred by any such person
in paying any premiums, together with interest, at the rate per
annum specified in Section 21 hereof.

Any insurance proceeds received by the Lessor as a result
of insurance carried by the Lessee, or condemnation payments
received by the Lessor in respect of Units suffering a Casualty
Occurrence, shall, provided no Event of Default then exists
hereunder, be deducted from the amounts payable by the Lessee
to the Lessor in respect of Casualty Occurrences pursuant to
Section 7, and, in the case of such insurance proceeds, any
amount received by the Lessor which exceeds the Casualty Value
in respect of such Casualty Occurrences shall be retained by the
Lessor. If the Lessor shall receive any such insurance proceeds
or condemnation payments with respect to any Units after the Lessee
shall have made payments with respect to such Units pursuant to
Section 7 without deduction for such insurance proceeds or such
condemnation payments, the Lessor shall, provided no Event of
Default then exists hereunder, pay to the Lessee such insurance
proceeds and condemnation payments only to the extent of such
Section 7 payments made by the Lessee. Insurance proceeds or
condemnation payments received by the Lessor in respect of any
Unit not suffering a Casualty Occurrence shall, provided no Event
of Default then exists hereunder, be paid to the Lessee upon proof
satisfactory to the Lessor that any damage to such Unit in respect
of which such proceeds were paid has been fully repaired or that
such proceeds will be promptly employed by the Lessee to fully
repair such damage; provided, however, that such proceeds will be
paid only to the extent of the actual cost of repairs incurred
or to be incurred by the Lessee, any amount in excess thereof to
be remitted by the Lessee to the Lessor upon demand.

SECTION 20: Conditions Precedent to Lessor's Obligations.
Lessor's obligations under the Lease are expressly contingent
upon receiving, prior to acceptance of the Units, the following:
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(a) the opinion of Lessee's counsel provided for
herein;

(b) a certificate by a Vice President of Lessee
stating the Purchase Price of the Units.

SECTION 21: Interest on Overdue Rentals. Anything to the
contrary herein contained notwithstanding, any nonpayment of
rentals and other obligations due hereunder shall result in the
obligation on the part of the Lessee promptly to pay, to the
extent legally enforceable, interest at a rate per annum equal to
10% on the overdue rentals and other obligations for the
period of time during which they are overdue or such lesser rate
of interest as may be legally enforceable.

SECTION 22: Notices. Any notice required or permitted to
be given by either party hereto to the other shall be deemed to
have been given when deposited in the United States certified
mails, first-class postage prepaid, addressed as follows:

If to the Lessor: New England Merchants Leasing
Corporation B-3 :
One Washington Mall
Boston, Massachusetts 02107
Attn: Eugene F. McCullough
President

If to the Lessee: Toledo, Peoria & Western Railroad
: Company
2000 East Washington Street
East Peoria, Illinois
Attn: Charles L. Pattison
President

SECTION 23: Severability; Effect and Modification of Lease.
Any provision of this Lease which is prohibited or unenforceable
in any jurisdiction, shall be, as to such jurisdiction, ineffective
to the extent of such prohibition or unenforceability without
invalidating the remaining provisions hereof, and any such prohi-
bition or unenforceability in any jurisdiction shall not invalidate
or render unenforceable such provision in any other jurisdiction.

All covenants, agreements, representations and warranties
made by the Lessee herein, and in any certificates or other papers
delivered by it or on its behalf, are material and shall be deemed
to have been relied upon, where appropriate, by the Lessor
notwithstanding any investigation heretofore or hereafter made by
it, and shall survive the expiration of the original and any
extended term of this Lease in full force and effect so long as
any obligations of the Lessee under this Lease remain outstanding
and unpaid or unfulfilled.



If the Lessee fails to duly and promptly pay, perform or
comply with any of its obligations, covenants and agreements under
this Lease, the Lessor may, at its option and without any obligation
so to do, pay, perform or comply with any of such obligations,
covenants and agreements for the account of the Lessee, and the
Lessor may in addition take any and all such further action whether
or not pursuant ot he provisions of this Lease, as the Lessor
deems appropriate to protect and preserve its title, property
and interests in the Units and this Lease; none of the foregoing
actions which are taken by the Lessor will be construed as waiving
any Event of Default under this Lease, and any amount paid or
expense incurred by the Lessor in connection with the foregoing
(including attorneys' fees) shall, together with interest at .
the rate per annum specified in Section 21, be payable by the
Lessee to the Lessor on demand.

This Lease exclusively and completely states the rights of
the Lessor and the Lessee with respect to the leasing of the
Units and supersedes all other agreements, oral or written, with
respect thereto. No variation or modification of this Lease and
no waiver of any of its provisions or conditions shall be wvalid
unless in writing and signed by duly authorized officers of the
Lessor and of the Lessee.

SECTION 24: Execution. This Lease may be executed in
~counterparts, such counterparts together constituting but one and
the same instrument, but the counterpart delivered to the Lessor
shall be deemed to be the original counterpart. Although this
Lease is dated as of the date first set forth above, for con-
venience, the actual date or dates of execution hereof by the
parties hereto is or are, respectively, the date or dates stated
in the acknowledgements hereto annexed.

SECTION 25: Jurisdiction and Law Governing. This Lease
shall be considered as having been executed in the State of
Illinois, U.S.A. irrespective of its actual place of delivery and
shall in all respects be governed by, and construed in accordance
with, the laws of the State of Illinois, U.S.A., including all
matters of construction, validity and performance. Lessee hereby
expressly submits to the jurisdiction and venue of all the courts of
the United States of America with respect to any action arising
out of or relating to this Lease. Final judgment against Lessee
in such suit shall be conclusive and may be enforced in other
jurisdictions by suit on the judgment, a certified or true copy
of which shall be conclusive evidence of the fact and of the
amount of any indebtedness of the party therein described; pro-
vided always that the Lessor may at its option bring suit, or
institute other judicial proceedings, against Lessee or any of
its assets in the courts of any country or place where Lessee or
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such assets may be found. The Lessee hereby irrevocably waives
any immunity from jurisdiction or venue to which it might other-
wise be entitled in any action arising out of or relating to the
Lease which may be instituted in any such court. out of the State
of Illinois, and any immunity from the exccution or enforcement,
in any court of general jurisdiction, in or out of the United
States of America, of any judgment. obtained in such action.

SECTION 26: Agreement for Lease Only. The Lessor and the
Lessee agree that this Lease 1s, and 1s intended to be, a tru=
Lease (and not a Lease intended as security or a lease in the
nature of a security interest), that as between Lessor and Lessee,
Lessor is the owner of the Units for all purposes and that Lessee
has no rights to the Units whatsoever other than as Lessee underx
this Lease, and Lessor and Lessee further agree to treat this
lease as a true Lease for all purposes and to take no actions
inconsistent with the foregoing.

IN WITNESS WHEREOF, the parties hereto have executed or

- caused this instrument to be executed as of the date first above

written.
_NEW ENGLAND MERCHANTS LEASING CO®DARATTNN
By
Its
(SEAL)
ATTEST :
TOLEDO, PEORIA & WESTERN RAILROAD COMPANY
By
Its
(SEAL)
ATTEST :

]



="

Commonwealth of )
Massachusetts ) SS.
COUNTY OF suffolk )

On this day of ; 1977, before me personally
appeared T . and ) ,
personally Known to me to be the Vice President and Asst. Clerk of New
England Merchants Lca51ng Corporation B-3, respectively and
personally known to me to be the same persons whose names are
subscribed to in the foregoing instrument, and severally acknowledges
that as such President and Clerk they signed and delivered the
said instrument on behalf of said corporation and caused the
‘corporate seal to be affixed thereto by the authority of its
Board of Directors as the free and voluntary act of said corporatlon
for the uses and purposes set forth.

Notary Public

(SEAL) My Commission Expires:
STATE OF ‘ )
‘ : ) SS.
COUNTY OF : )
On this - day of _ , 1977, before me
personally appeared and ’
personally known to me to be the ' President and

Secretary of Toledo, Peoria & Western Railroad Company, respectively
and personally known to me to be the persons whose names are
subscribed to in the foregoing instrument, and severally acknowledged
that as such President and ‘Secretary they

signed and delivered said instrument on behalf of said. corporation
and caused the corporate seal to be affixed thereto by the authority
of its Board of Directors as the free and voluntary act of said
corporation for the uses and purposes set forth.

Notary Public

( SEAL) My Commission Expires:




Type Quantity
G.P. Model 4
38-2

2000 horsepower
diesel electric
locomotives

EXHIBIT A

Manufacturer

General Motors
Corporation
(Electro Motive
Division)

Road Numbers
(Both Inclusive)

2001-2004

Total Purchase
Irice of Units

$1,675,520.00



CERTIFICATE OF ACCEPTANCE

TO: The Owner and Holder, as defined in Lease of Equipment dated
as of April 15, 1977, between NEW ENGLAND MERCHANTS LEASING
CORPORATION B-3 (the "Lessor") and TOLEDO, PEORIA & WESTERN
RAILROAD COMPANY (the "Lessee").

I, a duly appointed inspector and authorized representative
of TOLEDO, PEORIA & WESTERN RAILROAD COMPANY ("Lessee") and of the

above named Lessor, do hereby certify that I have inspected, received,

approved and accepted delivery, on behalf of the Lessee under the
Lease of Equipment of the following Units of Equipment:

Type of Equipment: GP Model 38-2, 2000 horsepower diesel electric

locomotives

Manufacturer: General Motors Corporation (Electro Motive
Division)

Place Accepted:

Date Accepted:

Number of Units: 4

Numbered (Road Numbers): 2001 to 2004‘(both numbers inclusive)

Purchase Price Per Unit: $418,880.00

I do further certify that the foregoing Equipment is in good
order and condition, and conforms to the Specifications applicable
thereto, and at the time of delivery to the Lessee there was
plainly, distinctly, permanently and conspicuously marked in
contrasting colors upon each side of each Unit the following
legend in letters not less than one inch in height:

"Owned by and Leased from New England
Merchants Leasing Corporation B-3 and
subject to a security interest to Commercial
National Bank of Peoria granted by a
Conditional Sale Agreement filed under

the Interstate Commerce Act, Section 20c."®

The execution of this Certificate will in no way relieve or
decrease the responsibility of the Manufacturer of the Equipment
for warranties it has made with respect to the Equipment.

Inspector and Authorized Representa-
tive of Lessor and Holder
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CASUALTY VALUE TABLE

CASUALTY VALUE EXPRESSED
AS A PERCENTAGE OF

PAYMENT THE PURCHASE PRICE
1 107.64
2 107.13
3 106.28
4 105.23
5 103.96
6 102.53
7 100.93
8 99.13
9 97.14

10 94.97
11 : 92.65
12 ' 90.17
13 87.52
14 84.73
15 81.77
16 78.69
17 75.47
18 72.09
19 68.61
20 65.00
21 61.28 ,
22 57.53
23 53.75
24 : 49.87
25 45.88
26 ' 41.81
27 37.62
28 33.34
29 28.94
30 24,44
31 -+ 20.00

and thereafter 20%



